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In  the 


Mmteii  States  Court  of  Appeals 

Foe  the  District  of  Columbia  Circuit 
No.  10,374 


American  Airlines,  Inc., 
— v. — 


Petitioner, 


Civil  Aeronautics  Board, 

Respondent. 


Petition  of  American  Airlines,  Inc.,  for  Review  of 
an  Order  of  the  Civil  Aeronautics  Board, 
Serial  No.  E-3085 

To  the  Honorable  Judges  of  the  United  States 

Court  of  Appeals  for  the  District  of  Columbia  Circuit : 

Petitioner,  American  Airlines,  Inc.,  respectfully  shows: 

1.  Petitioner  is  a  corporation  organized  and  existing 
under  the  laws  of  the  State  of  Delaware,  having  its  princi¬ 
pal  office  at  100  East  42nd  Street,  New  York,  New  YTork. 
Petitioner  is  an  air  carrier  engaged  in  the  transportation 
of  persons,  property  and  mail  by  aircraft  in  the  United 
States  and  elsewhere  pursuant  to  certificates  of  public 
convenience  and  necessity  issued  to  it  under  the  Civil 
Aeronautics  Act  of  1938  (hereinafter  sometimes  referred 
to  as  “the  Civil  Aeronautics  Act”)- 

2.  This  petition  is  filed  under,  and  the  jurisdiction  of 

this  Court  is  based  upon,  Section  1006  of  the  Civil 
2  Aeronautics  Act  of  1938,  52  Stat.  1024,  49  U.  S.  C. 

646,  which  provides  for  review  by  this  Court  of 
orders  of  the  Civil  Aeronautics  Board  (hereinafter  re¬ 
ferred  to  as  “the  Board”) ;  and  pursuant  to  Section  10 
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of  the  Administrative  Procedure  Act  of  1946,  60  Stat.  243, 
5  r.  S.  C.  1009  (hereinafter  referred  to  as  “the  Administra¬ 
tive  Procedure  Act”).  Petition  seeks  review  of  an  order, 
Serial  Xo.  E-30S5  (hereinafter  referred  to  as  “the  order”), 
in  Docket  Xos.  810  et  al.  and  730  et  al.  issued  by  the  Board 
on  August  2,  1949.  This  petition  for  review  by  this  Court 
is  filed  within  sixty  days  after  entry  of  the  order,  in  ac¬ 
cordance  with  Section  1006  of  the  Civil  Aeronautics  Act. 
Xo  petitions  for  reconsideration  of  the  order  have  been 
filed  with,  or  are  pending  before,  the  Board. 

3.  The  order  grants  four  applicants,  The  Flying  Tiger 
Line,  Inc.,  Slick  Airways,  Inc.,  U.  S.  Airlines,  Inc.,  and 
Airnew's,  Inc.  (hereinafter  referred  to  as  “the  applicants”), 
certificates  of  public  convenience  and  necessity  (herein¬ 
after  referred  to  as  “the  certificates”)  authorizing  them  to 
engage  in  air  transportation  with  respect  to  property 
only,  for  a  period  of  five  years.  The  order  wras  issued  by 
virtue  of  a  3-2  vote  of  the  5  members  of  the  Board.  Mem¬ 
bers  Josh  Lee  and  Harold  Jones  dissented.  Copies  of  the 
order,  of  the  accompanying  majority  and  dissenting  opin¬ 
ions  of  the  Board,  and  of  the  certificates  are  attached  as 
an  appendix  to  this  petition. 

4.  The  nature  of  the  proceedings  before  the  Board 

which  resulted  in  the  order  is  as  follow’s: 

3  In  Docket  Xo.  810  et  al.  several  applications 

for  certificates  of  public  convenience  and  neces¬ 
sity  authorizing  transportation  of  property  only  or 
property  and  mail  between  points  or  areas  through¬ 
out  the  continental  United  States  w’ere  filed  and  heard. 
In  Docket  Xo.  730  et  al.  two  additional  applications 
for  such  certificates  wTere  filed  and  heard.  All  of  these 
applications  w~ere  consolidated  for  decision.  Leave 
to  intervene  in  one  or  both  of  these  cases  w’as  granted 
to  practically  all  the  certificated  air  carriers,  Air 
Transport  Association,  Air  Freight  Association,  De¬ 
partment  of  Agriculture,  Department  of  Justice,  and 
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representatives  of  civic  organizations  from  points 
throughout  the  United  States. 

After  hearings  on  the  applications  had  been  held, 
the  Board,  on  May  5,  1947,  promulgated  a  regulation, 
originally  designated  Section  292.5  of  the  Board’s 
Economic  Regulations  and  recently  redesignated  Sec¬ 
tion  295,  a  copy  of  which  appears  at  14  Fed.  Reg.  4351, 
4352  (1949).  Hereinafter  the  regulation  is  referred 
to  as  “Section  292.5”,  the  designation  used  by  the 
Board  in  its  opinion.  Section  292.5  permitted  most  of 
the  applicants  to  engage  on  a  temporary  basis  arid 
under  certain  conditions  in  the  carriage  of  property 
only  by  air  as  common  carriers. 

4  Upon  petition  of  American  Airlines,  Inc.,  and 

several  other  certificated  air  carriers  inter¬ 
veners,  a  further  hearing  was  held  from  November 
29,  1948,  to  December  9,  1948,  to  make  available  full 
data  relative  to  the  operations  of  the  applicants  under 
Section  292.5,  as  well  as  the  freight  operations  of  the 
certificated  interveners  since  the  original  hearing. 

On  April  25,  1949,  the  Board  issued  its  Tentative 
Opinion,  to  which  American  Airlines,  Inc.,  and  other 
interveners  filed  exceptions.  After  hearing  argument 
on  those  exceptions,  the  Board  on  August  2,  1949,  is¬ 
sued  its  Final  Opinion  and  order,  review  of  which  is 
sought  herein. 

5.  Petitioner  has  a  substantial  interest  in  the  order 
within  the  meaning  of  Section  1006  of  the  Civil  Aero¬ 
nautics  Act,  since  it  is  engaged  in  the  transportation  of 
property  as  a  common  carrier  by  air  pursuant  to  certifi¬ 
cates  of  public  convenience  and  necessity  duly  issued  by 
the  Board,  and  the  granting  of  the  certificates  to  the  ap¬ 
plicants  authorizing  service  between  more  than  thirty 
cities  now  being  served  by  the  petitioner  will  result  in 
uneconomic  competition  for,  and  loss  of  traffic  by,  peti¬ 
tioner  contrary  to  the  public  interest.  Petitioner  will 


4 


Petition  of  American  Airlines ,  Inc.,  for  Review 

suffer  substantial  and  irreparable  injury  as  the  result  of 

the  order  and  will  continue  to  suffer  such  injury  unless 
the  order  is  set  aside. 

5  6.  Petitioner  prays  for  review  of  the  order  by 
this  Court,  and  that  upon  review,  the  Court  set  aside 

the  order  in  accordance  with  the  Civil  Aeronautics  Act. 

For  such  relief  the  petitioner  intends  to  rely  upon  the  fol¬ 
lowing  points: 

(a)  The  order  should,  in  accordance  with  the  pro¬ 
visions  of  Section  10  (e)  of  the  Administrative  Pro¬ 
cedure  Act,  be  held  unlawful  and  set  aside  because  it 
is  arbitrary,  capricious  and  an  abuse  of  discretion  and 
otherwise  not  in  accordance  with  law;  contrary  to 
constitutional  right,  power,  privilege  and  immunity; 
in  excess  of  the  Board’s  statutory  jurisdiction,  au¬ 
thority  and  limitations;  without  observance  of  pro¬ 
cedure  required  by  law;  and  unsupported  by  sub¬ 
stantial  evidence. 

(b)  The  order  should  be  held  unlawful  and  set 
aside  because  the  Board  erred  in  holding  that  it  has 
power  to  issue  certificates  of  public  convenience  and 
necessity  other  than  on  the  basis  of  past  and  current 
facts  to  be  weighed  by  the  processes  of  adjudication 
which  govern  courts  and  other  administrative  agencies. 

(c)  The  Board’s  finding  that  the  transportation 
authorized  by  the  order  is  required  by  public  con¬ 
venience  and  necessity  is  not  supported  by  substantial 
evidence  as  provided  in  Section  100(3  (e)  of  the  Civil 

Aeronautics  Act. 

6  (d)  The  order  violates  the  provisions  of  Sec¬ 
tion  7  (c)  of  the  Administrative  Procedure  Act 

in  that  it  was  not  issued  upon  consideration  of  the 
whole  record  as  cited  by  the  petitioner  and  other  par¬ 
ties  in  the  proceeding. 

(e)  The  order  violates  the  provisions  of  Section 


5 


Petition  of  American  Airlines,  Inc.,  for  Review 

7  (c)  of  the  Administrative  Procedure  Act  in  that  it 
is  not  based  upon  reliable,  probative  and  substantial 
evidence. 

(f)  The  Board  erred  in  basing  the  order  on  spec¬ 
ulative  estimates  as  to  the  future  and  disregarding 
evidence  in  the  record  of  past  and  present  actual  ex¬ 
perience  to  the  contrary. 

(g)  The  Board  erred  in  basing  the  order  on  matters 
outside  the  record  in  violation  of  Section  7  (d)  of  the 
Administrative  Procedure  Act. 

(h)  The  Board  failed  to  make  findings  of  fact  essen¬ 
tial  to  the  validity  of  its  decision,  as  required  by  Sec¬ 
tion  8  (b)  of  the  Administrative  Procedure  Act  and 
Section  1005  (f)  of  the  Civil  Aeronautics  Act. 

(i)  The  Board  erred  in  failing  to  make  sufficiently 
clear  and  detailed  findings  to  permit  the  parties  and 
the  reviewing  Court  to  know  how  the  Board  proceeded 

from  the  record  to  its  conclusion. 

7  (j)  The  Board  erred  in  failing  to  give  con¬ 

sideration  to  and  make  findings  on  all  the  ele¬ 
ments  of  public  convenience  and  necessity  set  out  in 
Section  2  of  the  Civil  Aeronautics  Act. 

(k)  The  Board  erred  in  failing  to  consider  and  make 
findings  and  conclusions  as  to  whether  the  order  will 
foster  sound  economic  conditions  in  air  transportation. 

(l)  The  Board  erred  in  failing  to  consider  and  make 
findings  and  conclusions  as  to  whether  the  order  will 
promote  economical  and  efficient  service  at  reasonable 
charges. 

(m)  The  Board  erred  in  failing  to  consider  and  make 
findings  and  conclusions  as  to  whether  the  order  will 
create  competition  in  excess  of  that  necessary  to  assure 
the  sound  development  of  an  air  transportation  system. 

(n)  The  Board  erred  in  disregarding  the  failure  of 
each  of  the  applicants  to  meet  the  burden  of  proving 
that  its  proposed  operations  are  required  by  public 
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convenience  and  necessity  and  that  it  is  fit  and  able  to 
perform  such  operations  properly. 

(o)  The  Board’s  finding  of  an  air  cargo  potential  of 
one  billion  ton  miles  per  annum  is  not  based  upon  sub¬ 
stantial  evidence. 

8  (p)  The  Board  failed  to  make  any  finding  as 
to  when  the  one  billion  ton  miles  air  cargo  po¬ 
tential  would  or  might  be  realized. 

(q)  The  Board  failed  to  make  any  finding  as  to  the 
air  cargo  potential  in  the  next  five  years,  the  period 
covered  by  the  certificates  authorized  by  the  order. 

(r)  The  Board  failed  to  make  any  finding  as  to  the 
air  cargo  potential  for  the  routes  and  the  cities  in¬ 
cluded  in  the  certificates  authorized  by  the  order. 

(s)  The  Board  failed  to  consider  and  make  findings 
on  the  adequacy  of  the  existing  certificated  air  freight 
services. 

(t)  The  Board  failed  to  consider  and  make  findings 
as  to  the  competition  between  the  applicants  and  the 
existing  certificated  carriers  on  the  routes  and  at  the 
cities  covered  by  the  certificates  authorized  by  the 
order. 

(u)  The  Board’s  finding  that  the  applicants  will  not 
divert  traffic  from  existing  certificated  carriers  is 
erroneous  and  is  not  based  upon  evidence. 

(v)  The  Board’s  finding  that  there  is  sufficient  air 
cargo  traffic  to  support  the  services  of  the  applicants 
in  addition  to  those  of  the  existing  certificated  carriers 

is  erroneous  and  is  not  based  upon  evidence. 

9  (w)  The  Board’s  finding  in  the  language  of 
Section  401  (d)  of  the  Civil  Aeronautics  Act 

that  the  applicants  are  fit,  willing  and  able  to  perform 
the  transportation  authorized  by  the  order  is  not  based 
on  evidence. 

(x)  The  Board  erred  in  failing  to  consider  and 
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make  findings  as  to  the  ability  of  the  applicants  to 
finance  the  operations  authorized  by  the  order. 

(y)  The  Board  erred  in  finding  that  the  applicants 
are  fit  and  able  to  undertake  the  proposed  operations 
despite  the  fact  that  the  record  shows  that  they  have 
been  losing  money  substantially  and  consistently  in 
their  past  and  present  less  extensive  cargo  operations 
and.  have  incurred  large  deficits. 

(z)  The  Board  erred  in  failing  to  examine  into  and 
make  findings  as  to  the  amount  of  capital  needed  to 
establish  properly  the  operations  authorized  by  the 
order. 

(aa)  The  Board  failed  to  make  any  finding  of  the 
failure  by  the  applicants  successfully  to  conduct  their 
cargo  operations  under  Section  292.5. 

(bb)  The  Board’s  finding  that  there  is  ample  reason 
to  conclude  that  the  operations  authorized  by  the  order 
will  be  conducted  profitably  by  the  applicants  is  not 
based  on  evidence. 

(cc)  The  Board  erred  in  disregarding  and 
failing  to  make  findings  as  to  the  failure  of  the 
applicants  to  develop  new  sources  or  types  of  air 
cargo  in  their  operations  under  Section  292.5. 

(dd)  The  Board’s  finding  that  the  applicants  did 
not  try  to  develop  traffic  during  the  period  of  opera¬ 
tions  under  Section  292.5,  but  merely  tried  to  hold  their 
own  is  not  based  on  evidence. 

(ee)  The  Board  erred  in  relying  on  the  total  corpo¬ 
rate  profit  of  two  of  the  applicants  in  disregard  of 
their  substantial  cargo  operating  losses  as  shown  by 
the  record. 

(ff)  The  Board  erred  in  utilizing  for  experimental 
purposes  its  power  to  issue  certificates  of  public  con¬ 
venience  and  necessity. 

(gg)  The  Board  erred  in  utilizing  for  experimental 
purposes  its  power  to  issue  certificates  of  public  con- 
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venience  and  necessity  without  substantial  evidence 
in  the  record  that  the  public  convenience  and  necessity 
require  such  an  experiment. 

(hh)  The  Board  erred  in  utilizing  for  experimental 
purposes  its  power  to  issue  certificates  of  public  con¬ 
venience  and  necessity  in  disregard  of  the  re- 

11  suits  of  a  similar  experiment  carried  on  by  the 
applicants  under  Section  292.5  since  May,  1947. 

(ii)  The  Board  erred  in  granting  the  certificates  in 
order  to  help  solve  accounting  problems  of  allocation 
of  costs  between  passenger  and  cargo  operations  of 
existing  certificated  carriers. 

(jj)  The  Board  erred  in  granting  certificates  au¬ 
thorizing  service  between  areas  defined  by  groupings 
of  points. 

(kk)  The  Board  erred  in  granting  the  applicants 
certificates  without  imposing  upon  them  the  obligation 
to  serve  the  public  as  a  public  utility,  as  required  of 
existing  certificated  carriers. 

(11)  The  certificates  authorized  by  the  order  permit 
the  holders  to  conduct  operations  without  complying 
with  the  provisions  of  Part  202  of  the  Board’s  Eco¬ 
nomic  Regulations,  a  requirement  imposed  upon  all 
other  certificated  air  carriers. 

(mm)  The  Board’s  finding  that  ‘‘demand”  service 
offered  only  when  economically  justified  from  the  car¬ 
rier’s  standpoint,  as  contrasted  with  service  on  a  public 
utility  basis,  is  sound  for  the  development  of  air 
freight,  is  erroneous  and  contrary  to  the  evidence  of 
record. 

12  (nn)  The  Board’s  finding  that  operations  of 
air  cargo  specialists  are  of  value  to  the  national 

air  transportation  system  is  not  based  upon  evidence 
of  record. 

(oo)  The  certificates  authorized  by  the  order  permit 
the  holders  to  transport  persons  in  connection  with 
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cargo  shipments  although  such  authority  was  not  ap¬ 
plied  for  and  has  no  basis  in  the  record. 

(pp)  The  Board  erred  in  authorizing  air  freight 
service  of  a  substantially  different  nature  from  that 
applied  for. 

(qq)  The  Board  erred  in  refusing  to  reopen  the  rec¬ 
ord  and  hold  the  further  hearing  until  after  oral  argu¬ 
ment,  in  holding  the  further  hearing  upon  short  notice, 
in  denying  an  Examiner’s  report  upon  the  evidence 
received  at  the  further  hearing,  and  in  denying  oral 
argument  before  rendering  a  decision. 

(rr)  The  Board  erred  in  failing  to  consider,  and 
make  adequate  or  proper  findings  upon  the  evidence 
introduced  into  the  reopened  record. 

(ss)  The  Board  erred  in  failing  to  deny  specifically 
and  individually  the  exceptions  of  the  petitioner  and 
other  interveners  to  the  Board’s  Tentative  Opinion, 
and  in  failing  to  state  the  reasons  for  such  denials  as 
it  purported  to  make. 

13  7.  A  motion  for  stay  of  this  order  pending  action 

upon  this  petition  for  review  has  been  filed  separ¬ 
ately  with  the  Court  pursuant  to  the  authority  vested  in 
the  Court  by  Section  1006  (d)  of  the  Civil  Aeronautics  Act 
and  Section  10  of  the  Administrative  Procedure  Act  and 
pursuant  to  Rules  38  (h)  and  14  of  the  General  Rules  of 
the  United  States  Court  of  Appeals  for  the  District  of 
Columbia  Circuit. 

8.  No  previous  application  for  the  relief  sought  herein 
has  been  made  to  this  or  any  other  Court  or  judge. 

Wherefore  petitioner  respectfully  prays  (1)  that  a  copy 
of  this  petition  for  review  be  served  on  the  Civil  Aeronau¬ 
tics  Board,  and  that  a  transcript  of  the  record  upon  which 
the  order  was  entered  be  certified  and  filed  by  the  Board 
in  this  Court,  in  accordance  with  the  Act;  (2)  that  this 
Court  review  said  order  of  the  Board;  (3)  that  upon  review 
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this  Court  set  aside  the  order;  and  (4)  that  petitioner  have 
such  other,  further  and  different  relief  as  this  Court  may 
deem  just  and  proper. 

Respectfully  submitted, 

s/  Daniel  M.  Gribbon 
Attorney  for  Petitioner, 
American  Airlines,  Inc. 

Covington,  Burling,  Rublee, 

O’Brian  &  Shorb 
701  Union  Trust  Building 
Washington  5,  D.  C. 


1  In  the 

UNITED  STATES  COURT  OF  APPEALS 

For  the  District  of  Columbia 
No.  10,387 


Transcontinental  &  Western  Air,  Inc., 

Petitioner , 

— against — 

Civil  Aeronautics  Board, 

Respondent . 


Petition  of  Transcontinental  &  Western  Air,  Inc., 
for  Review  of  Order  of  the  Civil 
Aeronautics  Board 

To  th e  Honorable  the  Judges  of  the  United  States  Court 
of  Appeals  for  the  District  of  Columbia: 

Petitioner,  Transcontinental  &  Western  Air,  Inc.  (here¬ 
inafter  referred  to  as  TWA)  presents  this  petition  for 
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review  of  a  final  order  entered  by  the  Civil  Aeronautics 
Board,  and  in  support  thereof  respectfully  alleges  the 
following : 

I 

The  Nature  of  the  Proceeding 

The  order  of  the  Civil  Aeronautics  Board  sought  to  be 
reviewed  was  entered  July  29,  1949  in  a  consolidated  pro¬ 
ceeding  known  as  the  Air  Freight  Case.  This  proceeding 
involved  the  applications  of  13  applicants  under  Section 
401(d)  of  the  Civil  Aeronautics  Act  of  1938,  as  amended 
(52  Stat.  973,  49  U.  S.  C.  401),  for  certificates  of  public 
convenience  and  necessity  to  engage  in  the  trans- 
2  portation  of  property  by  air  between  various  points 
within  the  United  States.  The  order  sought  to  be 
reviewed  granted  in  part  the  applications  of  certain  of 
the  applicants  for  certificates  of  public  convenience  and 
necessity  authorizing  the  transportation  of  property  by 
air  between  various  points  within  the  United  States.  The 
order  was  concurred  in  by  a  bare  majority  of  the  Board, 
two  members  of  the  Board  (Jones  and  Lee)  dissenting 
and  filing  separate  opinions. 

n 

Jurisdiction  and  Venue 

This  petition  is  filed  under,  and  the  jurisdiction  of  the 
Court  is  based  on,  Section  1006  of  the  Civil  Aeronautics 
Act  of  1938  (52  Stat.  1024,  49  U.  S.  C.  Sec.  646)  providing 
for  review  bv  this  Court  of  orders  of  the  Civil  Aeronautics 
Board  (hereinafter  sometimes  referred  to  as  the  “Board”). 
The  order  sought  to  be  reviewed  (known  as  Board  Order 
Serial  No.  E-3085)  was  entered  on  July  29,  1949  and 
served  on  petitioner  on  August  2,  1949. 
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HI 

Statement  of  Facts 

Petitioner  is  and  at  all  times  hereinafter  mentioned  was 
a  corporation  duly  organized  and  existing  under  the  laws 
oi‘  the  State  of  Delaware,  having  its  principal  office  in  the 
State  of  Missouri.  Petitioner  is  an  air  carrier  engaged  in 
the  transportation  of  persons,  property  and  mail  between 
various  points  in  the  United  States  and  elsewhere 
3  pursuant  to  certificates  of  public  convenience  and 
necessity  issued  to  it  under  the  Civil  Aeronautics 
Act  of  1938. 

By  several  orders  issued  between  July  1,  1946  and  Octo¬ 
ber  4,  1946,  the  Board  consolidated  for  hearing  and  de¬ 
cision  numerous  applications  proposing  transportation  of 
property  between  various  points  in  the  United  States 
including  virtually  all  of  the  points  served  by  petitioner. 
TWA  and  other  certificated  carriers  were  granted  leave 
to  intervene  in  this  proceeding  and  opposed  the  applica¬ 
tions  as  not  being  required  by  public  convenience  and  neces¬ 
sity. 

The  successive  procedural  steps  with  respect  to  those 
applications  may  be  summarized  as  follows :  Exhibits 
were  filed  by  applicants  and  interveners,  hearings  were 
held  before  Examiners  of  the  Board  between  November 
18,  1946  and  January  24,  1947,  briefs  to  the  Examiners 
were  filed,  and  an  Examiners’  Report  issued  on  March 
12,  1948.  Exceptions  to  this  Report  and  briefs  upon  excep¬ 
tions  were  filed  with  the  Board  and  the  Board  heard 
oral  argument  from  September  13,  1948  to  September  17, 
1948.  Thereafter,  on  motion  of  certain  of  the  interveners, 
the  Board  entered  an  order  on  November  20,  1948  reopen¬ 
ing  the  record  for  receipt  of  more  up-to-date  evidence  and 
a  further  hearing  was  held  before  Examiners  of  the  Board 
between  November  29,  1948  and  December  9,  1948  at  which 
additional  exhibits  and  testimony  were  received. 
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By  order  of  the  Board,  the  entire  record  was 

4  then  certified  directly  to  the  Board,  and  after  the 
filing  by  the  parties  with  the  Board  of  additional 

briefs,  a  bare  majority  of  the  five-man  Board  issued  a 
tentative  decision  on  April  25,  1949  favoring  the  granting 
of  the  applications  of  Slick  Airways,  Inc.,  The  Flying  Tiger 
Line,  Inc.,  U.  S.  Airlines,  Inc.  and  Airnews,  Inc.  Two  mem¬ 
bers  of  the  Board  filed  dissenting  opinions. 

Exceptions  to  this  tentative  decision  were  filed  by  the  pe¬ 
titioner  and  others,  and  oral  argument  on  the  exceptions  was 
heard  by  the  Board  from  June  13, 1949  to  June  15, 1949.  The 
order  sought  to  be  reviewed  by  this  petition  was  then  issued 
on  August  2, 1949,  again  accompanied  by  the  majority  opin¬ 
ion  and  by  the  dissenting  opinions  of  Members  Jones  and 
Lee.  The  order  provides  that  temporary  certificates  of  pub¬ 
lic  convenience  and  necessity  for  five  years  shall  be  issued, 
to  become  effective  August  12,  1949,  to  the  applicants  Slick 
Airways,  Inc.,  The  Flying  Tiger  Line,  Inc.,  U.  S.  Airlines, 
Inc.  and  Airnews,  Inc.  for  certain  stated  routes.  These 
routes  duplicate  to  a  great  extent  those  already  operated 
by  TWA  and  many  of  the  other  certificated  carriers. 

These  applicants  have  not  previously  held  certificates  of 
public  convenience  and  necessity  for  any  routes.  They  have, 
however,  since  May,  1947  conducted  all-property  operations 
by  air  under  exemptions  granted  by  the  Board  pursuant 
to  its  Economic  Regulation  292.5.  This  regulation  exempt¬ 
ed  applicants  from  the  requirements  of  Section  401(a)  of 
the  Act  until  60  days  after  a  final  decision  in  the  Air 

5  Freight  Case.  (Section  401(a)  provides  that  no 
person  shall  engage  in  air  transportation  unless 

pursuant  to  a  certificate  of  public  convenience  and  neces¬ 
sity.)  The  operations  authorized  by  the  Board’s  Order 
sought  to  be  reviewed  herein  authorizes  substantially  more 
duplication  of  the  services  of  petitioner  and  other  certifi¬ 
cated  carriers  than  presently  permitted  under  the  exemp¬ 
tion  authority. 


14 


Petition  of  Transcontinental  &  Western  Air ,  Inc., 

for  Review 

TV 

Points  on  Which  Petitioner  Intends  to  Rely 

The  Board’s  Order  is,  to  the  prejudice  of  petitioner, 
arbitrary,  capricious  and  contrary  to  law.  Without  limit¬ 
ing  the  generality  of  the  foregoing,  petitioner  assigns  the 
following  errors : 

(1)  The  Board’s  Order  is  not  supported  by  substantial 
evidence  of  record  as  required  by  the  Civil  Aeronautics 
Act,  the  Administrative  Procedure  Act  and  the  Constitu¬ 
tion,  but  is  based  upon  speculation  and  surmise. 

(2)  The  Board’s  Order  is  not  based  on  the  whole  record 
and  erroneously  disregards  substantial  evidence  of  record 
requiring  a  conclusion  contrary  to  that  reached  by  the 
Board. 

(3)  The  Board’s  Opinion  upon  w’hich  the  Order  is  based 
fails  to  set  forth  fundamental  findings  of  fact  supported 
by  substantial  evidence  of  record  to  show’  the  basis  for  the 
conclusions  reached. 

(4)  The  Board’s  Order  is  contrary’  to  Section  401  (d) 
of  the  Civil  Aeronautics  Act  in  that  the  record  fails  to 

establish  by  substantial  evidence  that  the  public 
6  convenience  and  necessity  require  the  transporta¬ 
tion  authorized  and  that  the  applicants  are  fit,  willing 
and  able  to  provide  such  transportation. 

(5)  The  Board’s  Order  is  contrary  to  the  stated  objec¬ 
tives  of  the  Civil  Aeronautics  Act  of  1938. 

(6)  The  following  basic  findings  set  forth  in  the  Board’s 
Opinion  are  not  supported  by  substantial  evidence  but  are 
contrary  thereto: 

(a)  The  potential  volume  of  air  freight  in  the  United 
States  under  present  rates  is  one  billion  ton-miles 
annually. 

(b)  The  potential  volume  of  air  freight  in  the  United 
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States  is  sufficient  to  support  economical  operations 
by  the  applicants. 

(c)  The  data  concerning  operations  of  the  applicants 
during  the  past  two  years  are  not  sufficiently  probative 
to  form  a  basis  for  the  Board’s  decision. 

(d)  The  certification  of  the  applicants  will  not  in¬ 
flict  a  destructive  diversion  of  revenues  upon  the 
existing  certificated  carriers. 

(e)  The  certification  of  the  applicants  is  needed  to 
supply  a  yardstick  of  the  costs  and  efficiency  of  the 
presently  certificated  carriers. 

(f)  The  certification  of  the  applicants  is  required 
to  develop  fully  the  air  freight  potential  in  the  country. 

(g)  The  applicants  are  fit,  willing  and  able  to  pro¬ 
vide  the  authorized  transportation. 

(7)  The  Board’s  Opinion  and  Order  fail  to  rule  upon 

exceptions  duly  taken  by  petitioner  and  other  inter- 
7  veners  to  the  Board’s  tentative  decision,  as  required 

by  Section  8(b)  of  the  Administrative  Procedure 
Act  (60  Stat.  245;  5  U.  S.  C.  1001, 1008). 

V 

The  Relief  Prayed 

Petitioner  prays  that  this  Court  review  the  said  Order 
of  the  Civil  Aeronautics  Board ;  that  a  copy  of  this  petition 
be  forthwith  transmitted  to  the  Board  and  that  a  transcript 
of  the  record  upon  which  said  Order  was  entered  be  there¬ 
upon  certified  and  filed  by  the  Board  in  this  Court,  in  ac¬ 
cordance  with  the  Civil  Aeronautics  Act  of  1938 ;  that  upon 
such  review  by  this  Court,  the  said  Order  be  set  aside  as 
contrary  to  law;  and  that  petitioner  have  such  other,  fur¬ 
ther  and  different  relief  as  to  this  Court  may  seem  just  and 
proper.  In  a  separate  petition  of  even  date,  petitioner 
prays  that  the  Court  stay  the  Order  insofar  as  it  directs 
the  issuance  of  the  above-mentioned  certificates  pending 
review  by  this  Court. 
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No  previous  application  for  this  or  similar  relief  has 
been  made  to  any  other  court  or  judge. 

Dated:  August  11,  1949. 

Transcontinental  &  Western  Air,  Inc. 

Petitioner 

By:  James  K.  Crimmins 

Attorney  for  Petitioner 
Office  and  P.  0.  Address 
25  Broadway 
New  York  4,  N.  Y. 

Chadbourne,  Wallace,  Parke  &  Whiteside 
25  Broadway 
New  York  4,  N.  Y. 

Of  Counsel. 

State  of  New  York 
County  of  New  York 

James  K.  Crimmins,  being  duly  sworn,  deposes  and  says 
that  he  is  one  of  the  attorneys  for  petitioner  herein ;  that  he 
has  read  the  foregoing  petition  and  knows  the  contents 
thereof,  and  that  the  same  is  true  to  his  knowledge  except 
as  to  the  matters  therein  stated  to  be  alleged  on  informa¬ 
tion  and  belief  and  as  to  those  matters  he  believes  it  to  be 
true,  and  that  the  reason  why  this  verification  is  not  made 
by  the  petitioner  is  that  the  said  petitioner  is  a  foreign 
corporation. 

James  K.  Crimmins 

Sworn  to  and  subscribed  before 
me  this  11th  day  of  August,  1949. 

Dorothea  A.  O’Brien 

notary  public.  State  of  New  York 
No.  24-2925000,  Qualified  in  Kings  County 
Certs,  filed  with  Kings  Register  and 
New  York  County  Clerks  and  Register 
Commission  expires  March  30,  1951 

[Notarial  Seal] 
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1  In  the 

UNITED  STATES  COURT  OF  APPEALS 
Foe  the  Distbict  of  Columbia 
No.  10,388 


Eastern  Air  Lines,  Inc., 


— v. — 

Civil  Aeronautics  Board, 


Petitioner, 


Respondent. 


Petition  of  Eastern  Air  Lines,  Inc.,  for  Judicial 
Review  of  Order  of  the  Civil  Aeronautics  Board 

To  the  Honorable  the  Chief  Justice  and  the  Associate 
Justices  of  the  United  States  Court  of  Appeals  for 
the  District  of  Columbia : 

Eastern  Air  Lines,  Inc.  (hereinafter  referred  to  as 
“Eastern”)  presents  this  petition  for  judicial  review  of  an 
order  entered  by  the  Civil  Aeronautics  Board  (hereinafter 
referred  to  as  “the  Board”),  and  in  support  of  said  petition 
respectfully  represents  and  alleges  the  following: 

I 

The  Nature  of  the  Proceeding 

1.  This  petition  seeks  review  of  an  order  of  the  Board 
dated  July  29, 1949  and  designated  as  Number  E-3085  rela¬ 
tive  to  a  consolidated  proceeding  (known  as  the  “ Air 
Freight  case,  Docket  810  et  al.” — hereinafter  referred  to 
as  “the  proceeding”),  in  which  several  applicants 
2  sought  authority  to  engage  in  the  domestic  air  trans¬ 
portation  of  cargo  over  routes  and  between  areas 
covering  the  entire  United  States.  The  order  of  which  re¬ 
view  is  sought  herein  purported  to  authorize  four  of  the 
applicants  (Slick  Airways,  Inc.,  hereinafter  referred  to  as 
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“Slick'-,  U.  S.  Airlines,  Inc.,  hereinafter  referred  to  as 
“U.  S.”,  The  Flying  Tiger  Line,  Inc.,  hereinafter  referred 
to  as  “Flying  Tiger  Line”,  and  Airnews,  Inc.,  hereinafter 
referred  to  as  “Airnews”)  to  engage  in  the  air  transporta¬ 
tion  of  cargo  in  relation  to  various  areas,  together  consti¬ 
tuting  substantially  all  of  the  United  States. 

II 

Jurisdiction 

2.  This  petition  is  filed  pursuant  to  Section  1006  of  the 
Civil  Aeronautics  Act  of  1938  (49  U.  S.  C.  Section  646)  and 
Section  10  of  the  Administrative  Procedure  Act  of  1946 
(5  U.  S.  C.  Section  1009).  As  will  appear  hereinafter, 
Eastern  has  a  “substantial  interest”  in  the  order  of  the 
Board  complained  of  herein,  within  the  meaning  of  Section 
1006  of  the  Civil  Aeronautics  Act,  and  Eastern  also  is  a 
“person  suffering  legal  wrong”  and  a  person  “adversely 
affected  or  aggrieved”  by  reason  of  the  Board’s  order  with¬ 
in  the  meaning  of  Section  10  of  the  Administrative  Pro¬ 
cedure  Act. 

in 

The  Relief  Prayed 

3.  Eastern  prays  that  the  following  order  of  the  Board 
be  reviewed  and  set  aside  by  this  Court: 

Order  Serial  No.  E-3085,  dated  July  29,  1949,  and 
served  upon  the  parties  on  August  2,  1949,  w^hich 
granted  the  applications  of  Slick  Airways,  Inc.,  U.  S. 
Airlines,  Inc.,  The  Flying  Tiger  Line,  Inc.  and  Air- 
news,  Inc.  for  authority  to  engage  in  the  domestic  air 
transportation  of  cargo. 

Eastern  requests  that  a  copy  of  this  petition  be  transmitted 
to  the  Board,  and  that  the  Board  be  required  to  certify  and 
file  in  this  Court  a  transcript  of  the  record  upon  which  the 
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aforesaid  order  was  entered,  in  accordance  with  Section 
1006  of  the  Civil  Aeronautics  Act;  that  upon  the  review 
requested  herein  the  said  order  of  the  Board  be  set  aside; 
and  that  this  Court  grant  to  Eastern  such  other  and  further 
relief  as  the  Court  may  deem  proper. 

3  IV 

Statement  of  Facts 

4.  Eastern  is  a  Delaware  corporation.  For  the  past 
twenty  years  Eastern  and  its  predecessor  companies  have 
been  engaged  in  the  business  of  transporting  passengers, 
property  (including  air  cargo  such  as  the  Board  has  au¬ 
thorized  Slick,  Flying  Tiger  Line,  U.  S.,  and  Airnews,  to 
carry)  and  mail  by  aircraft  as  a  common  carrier. 

5.  Scheduled  interstate  air  transportation  of  persons, 
property  and  mail  can  be  conducted  within  the  United 
States  only  pursuant  to  certificates  of  public  convenience 
and  necessity  issued  by  the  Board  under  Section  401  of  the 
Civil  Aeronautics  Act  of  1938  (49  U.  S.  C.  Section  481). 

6.  Eastern  holds  certificates  of  public  convenience  and 
necessity  authorizing  it  to  engage  in  domestic  air  trans¬ 
portation  of  persons,  property  and  mail  over  Route  5  (Bos¬ 
ton  to  Texas  points  via  intermediate  points),  Route  6 
(Miami  to  Boston  and  Miami  to  Detroit  both  via  intermedi¬ 
ate  points),  Route  10  (Miami  to  Chicago,  Miami  to  St. 
Louis  and  Miami  to  Memphis — each  via  intermediate 
points)  and  Route  47  (St.  Louis  to  Washington  via  inter¬ 
mediate  points). 

7.  The  order  herein  complained  of  would  permit  U.  S. 
to  engage  in  the  transportation  of  air  cargo  between  the 
following  points  competitively  with  air  cargo  services  now 
authorized  to  and  provided  by  Eastern:  between  Miami, 
West  Palm  Beach,  Tampa,  Orlando,  Jacksonville,  Savan¬ 
nah,  Atlanta  and  Birmingham  on  the  one  hand  and  Boston, 
Providence,  Hartford,  New  York,  Newark,  Philadelphia, 
Wilmington,  Del,  Baltimore,  Washington,  Richmond,  Chi- 
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cago,  Indianapolis,  Louisville,  Detroit,  Cleveland,  Akron, 
Mobile,  New  Orleans  and  Baton  Rouge  on  the  other  hand; 
between  New  Orleans,  Baton  Rouge  and  Mobile  on  the  one 
hand  and  Boston,  Providence,  Hartford,  New  York,  New¬ 
ark,  Philadelphia,  Wilmington,  Del.,  Baltimore,  Washing¬ 
ton,  Richmond,  Detroit,  Cleveland,  Akron,  Chicago,  Indian¬ 
apolis  and  Louisville  on  the  other  hand;  and  between 
Pittsburgh  on  the  one  hand  and  Savannah,  Jacksonville, 
Orlando,  West  Palm  Beach,  Miami,  Tampa  and  Baton 
Rouge  on  the  other  hand. 

4  8.  The  order  herein  complained  of  would  permit 

Slick  to  engage  in  the  transportation  of  air  cargo 
between  the  following  points  competitively  with  air  cargo 
services  now  provided  by  Eastern :  between  Houston,  San 
Antonio,  Corpus  Christi  and  Brownsville  on  the  one  hand 
and  Chicago,  St.  Louis,  Indianapolis,  Louisville,  Detroit, 
Cleveland,  Akron,  Pittsburgh,  Richmond,  Washington, 
Baltimore,  Wilmington,  Del.,  Philadelphia,  Newark,  New 
York,  Hartford,  Providence  and  Boston  on  the  other  hand; 
and  between  Chicago,  Indianapolis,  St.  Louis  and  Louisville 
on  the  one  hand  and  Richmond,  Washington,  Baltimore, 
Wilmington,  Del.,  Philadelphia,  Newark,  New  York,  Hart¬ 
ford,  Providence  and  Boston  on  the  other  hand. 

9.  The  order  herein  complained  of  would  permit  Flying 
Tiger  Line  to  engage  in  the  transportation  of  air  cargo 
between  the  following  points  competitively  with  air  cargo 
transportation  now  provided  by  Eastern :  between  Chicago 
on  the  one  hand  and  Philadelphia,  Newark,  New  York,  Hart¬ 
ford,  Providence  and  Boston  on  the  other  hand. 

10.  The  order  herein  complained  of  would  permit  Air- 
news  to  engage  in  the  transportation  of  air  cargo  between 
the  following  points  competitively  with  air  cargo  trans¬ 
portation  now  provided  by  Eastern:  between  San  Antonio 
on  the  one  hand  and  Corpus  Christi  and  Brownsville  on 
the  other  hand. 

11.  The  applicants  whose  services  have  been  authorized 
by  the  Board  would  divert  air  cargo  traffic  from  Eastern 
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between  the  points  listed  in  the  four  preceding  paragraphs, 
and  by  interline  transfers  of  traffic  between  themselves, 
and  in  cooperation  with  other  now  existing  air  carriers, 
would  divert  Eastern’s  air  cargo  traffic  between  numerous 
other  pairs  of  points. 

In  addition,  the  applicants  have  been  authorized  to  oper¬ 
ate  directly  between  points  which  Eastern  can  now  serve, 
and  does  serve,  only  by  interline  connections,  such  as 
Miami-Buffalo,  and  would  by  their  one-company  services 
seriously  divert  Eastern’s  traffic  between  such  points. 

12.  The  Civil  Aeronautics  Board  consists  of  five  mem¬ 
bers.  The  Board’s  order  of  July  29,  1949  was  concurred  in 
by  Chairman  Joseph  J.  O’Connell,  Jr.,  Vice-Chairman  Os¬ 
wald  Ryan  and  Member  Russell  B.  Adams.  Members  Josh 
Lee  and  Harold  A.  Jones  dissented  and  wrote  vigorous 
dissenting  opinions  which  will  be  discussed  in  Eastern’s 

brief  in  support  of  this  Petition. 

5  V 

Statement  of  Points  Upon  Which 
Petitionee  Intends  to  Rely 

A.  The  Board  has  failed  to  make  the  requisite  jurisdic¬ 
tional  and  evidentiary  findings . 

13.  Section  401(a)  of  the  Civil  Aeronautics  Act  (49  U. 
S.  C.  Section  481)  provides  “No  air  carrier  shall  engage  in 
any  air  transportation  unless  there  is  in  force  a  certificate 
issued  by  the  Authority  authorizing  such  air  carrier  to  en¬ 
gage  in  such  transportation.”  Section  401(d)(1)  sets  forth 
the  conditions  under  which  the  Board  may  issue  such  a 
certificate  of  convenience  and  necessity  as  follows:  “The 
Authority  shall  issue  a  certificate  authorizing  the  whole 
or  any  part  of  the  transportation  covered  by  the  applica¬ 
tion,  if  it  finds  that  the  applicant  is  fit,  willing,  and  able  to 
perform  such  transportation  properly,  and  to  conform  to 
the  provisions  of  this  Act  and  the  rules,  regulations,  and 
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requirements  of  the  Authority  hereunder,  and  that  such 
transportation  is  required  by  the  public  convenience  and 
necessity;  otherwise  such  application  shall  be  denied.” 

The  order  complained  of  herein  purported  to  authorize 
air  transportation  pursuant  to  Section  401(d)(1)  of  the 
Civil  Aeronautics  Act  The  Board,  however,  failed  to  make 
the  ultimate  and  subsidiary  findings  required  by  Section 
401(d)(1)  of  the  Civil  Aeronautics  Act  before  a  certificate 
legally  may  be  issued. 

14.  Section  401(d)  (1)  of  the  Civil  Aeronautics  Act  makes 
a  finding  that  the  proposed  transportation  “is  required  by 
the  public  convenience  and  necessity,,  a  jurisdictional  pre¬ 
requisite  to  the  Board’s  action  in  granting  a  certificate. 
At  pages  37-38  of  the  Board’s  decision  it  is  stated: 

“We  find  that  the  public  convenience  and  necessity 
clearly  require  temporary  certification  of  a  limited 
number  of  all-freight  carriers  at  this  time.” 

A  finding  that  “the  public  convenience  and  necessity  .  .  . 
require  temporary  certification  of  .  .  .  [four]  all-freight 
carriers”  is  not  a  finding  that  any  proposed  air  transporta¬ 
tion  is  required  by  the  public  convenience  and  necessity. 
Section  401(d)  of  the  Act  specifically  requires  that  the 
finding  as  to  public  convenience  and  necessity  be  directly 
related  to  the  transportation  proposed  in  an  application, 
and  a  finding,  in  gross,  that  a  certain  number  of  carriers 
is  required  does  not  meet  the  plain  requirements  of  the  law. 

The  failure  of  the  Board  to  make  the  required  find- 
6  ing  is  fatal  to  its  jurisdiction  to  issue  the  order  com¬ 
plained  of  herein. 

15.  The  Board’s  jurisdiction  to  issue  certificates  of  public 
convenience  and  necessity  authorizing  applicants  to  pro¬ 
vide  additional  air  cargo  transportation  between  cities  now 
provided  air  cargo  transportation  depends,  in  part,  upon 
a  finding  by  the  Board  that  the  public  convenience  and 
necessity  require  additional  air  cargo  transportation  be- 
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tween  those  specific  cities.  The  only  “findings’’  made  by  the 
Board  with  respect  to  the  public  convenience  and  necessity 
of  additional  air  transportation  between  cities  served  by 
Eastern  are: 

“Such  considerations  lead  us  to  conclude  that  the  au¬ 
thorization  of  one  property-only  carrier  to  operate 
north-south  between  the  Northeast  and  North  Central 
areas,  on  the  one  hand,  and  the  Southeast  and  Louisi¬ 
ana  areas,  on  the  other,  is  required  by  the  public  con¬ 
venience  and  necessity  and  is  necessary  to  round  out 
the  coverage  in  propertv-only  service”  (Decision, 
p.  49), 

and 

“On  the  basis  of  the  foregoing,  we  find  that  there  is  a 
need  for  the  certification  of  two  property-only  air 
carriers  over  the  major  transcontinental  route  connect¬ 
ing  the  California,  North  Central,  and  Northeast  areas. 
The  first  of  these  can  logically  integrate  a  service  to 
the  Northwest  area  in  its  operations,  and  the  second 
will  include  the  Texas  area  intermediate  to  the  Cali¬ 
fornia-North  Central  service”  (Decision,  p.  48). 

Such  recitals  do  not  constitute  legally  adequate  findings  that 
additional  air  cargo  transportation  is  required  over  the 
routes  and  between  the  cities  served  by  Eastern.  A  finding 
that  the  public  convenience  and  necessity  requires  air  cargo 
transportation  between  the  Northeast  area  and  the  South¬ 
east  area  does  not  constitute  a  finding  that  additional  air 
cargo  transportation  is  required  between  Miami  and  New 
York,  for  example,  and  a  finding  that  air  cargo  transporta¬ 
tion  is  required  between  the  North  Central  area  and  the 
Texas  area  does  not  constitute  a  finding  that  additional  air 
cargo  transportation  is  required  between  Detroit  and  Hous¬ 
ton,  for  example. 

The  Act  plainly  requires  that  certificates  of  public  con¬ 
venience  and  necessity  specify  the  points  to  be  served,  and 
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any  finding  as  to  the  need  for  any  proposed  transportation 
must  relate  to  those  points .  A  finding  as  to  an  alleged  need 
of  areas  for  service  plainly  is  insufficient. 

16.  Even  though  the  Board  has  made  recitals  in  its  de¬ 
cision  which  superficially  may  appear  to  be  findings  of 
public  convenience  and  necessity,  they  are  not  true,  legal 
findings  at  all.  For  example,  at  pages  37-38  of  its 
7  decision,  as  noted  in  paragraph  14  above,  the  Board 
stated : 

.  “We  find  that  the  public  convenience  and  necessity 
clearly  require  temporary  certification  of  a  limited 
number  of  all-freight  carriers  at  this  time.” 

Standing  alone  that  statement  has  the  superficial  appear¬ 
ance  of  a  finding  of  public  convenience  and  necessity.  But 
then  the  Board  explains  what  it  means  by  that  “finding”, 
saying  (Decision,  p.  38) : 

“We  view  the  certificated  period  herein  authorized  as 
part  of  a  developmental  or  test  period  which  will  sup¬ 
ply  evidence  to  chart  the  more  distant  course.  We  find 
that  there  is  a  public  need  for  a  test  of  all  cargo  car¬ 
riage  by  carriers  concentrating  on  all-freight  service 
under  temporary  certificates  of  public  convenience  and 
necessity.  Such  action  will  give  stability  to  those  oper¬ 
ations  over  a  fair  trial  period.  At  the  end  of  that  time 
the  Board  will  be  in  a  position  to  make  a  sound  ap¬ 
praisal  of  the  economic  potentialities  of  the  opera¬ 
tions.” 

In  other  words,  what  at  first  purports  to  be  an  ultimate 
finding  that  the  services  of  all-cargo  carriers  between  vari¬ 
ous  areas  are  required  by  the  public  convenience  and  neces¬ 
sity  is  revealed  to  be  no  more  than  a  finding  that  an  experi¬ 
ment  should  be  conducted  to  determine  whether  such  ser¬ 
vices  are  in  fact  required.  Such  clearly  is  not  a  finding  that 
the  proposed  transportation  is  required.  Indeed,  the 
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Board’s  statement  specifically  postpones  any  finding  of 
public  need  for  such  transportation,  and  demonstrates  that 
no  such  finding  could  be  made  now,  under  the  Act.  Such  a 
conclusion  requires  denial  of  the  Application. 

The  Board’s  decision  indicates  clearly  that  the  Board 
does  not,  at  this  time,  have  sufficient  information  before  it 
to  make  a  finding  that  the  air  transportation  under  con¬ 
sideration  is  required  by  the  public  convenience  and  neces¬ 
sity.  The  Civil  Aeronautics  Act  gives  the  Board  no  author¬ 
ity  to  run  an  experiment  to  see  if  such  transportation  is 
required  by  the  public  convenience  and  necessity.  It  must 
make  a  finding  that  such  transportation  is  so  required  at 
the  present  time.  In  the  absence  of  such  a  finding,  its  action 
in  certificating  four  all-cargo  applicants  exceeds  the  author¬ 
ity  delegated  to  it  by  Congress  through  the  Civil  Aeronau¬ 
tics  Act. 

There  are  numerous  other  examples  in  the  Board’s  de¬ 
cision  of  what  appear  superficially  to  be  findings  of  fact 
but  which  really  are  not  findings  at  all  because  they  are  so 
qualified  by  ambiguous  or  indefinite  words  as  to  be 
8  meaningless,  or  because  they  are  inconsistent  with 
other  statements  of  the  Board. 

17.  In  its  earlier  decisions  the  Board  has  spelled  out  many 
times  the  subsidiary  findings  which  are  essential  to  an 
ultimate  finding  of  public  convenience  and  necessity.  In 
Eastern  Air  Lines,  Inc.,  St.  Louis — Nashville — Muscle 
Shoals  Operation,  1  C.  A.  A.  792,  795  (1940),  for  example, 
the  Board  stated: 

“The  Authority  in  several  opinions  relative  to  new 
route  applications  and  applications  for  the  extension  of 
existing  routes  has  discussed  the  meaning  of  the  term 
‘public  convenience  and  necessity7  and  has  outlined  in 
detail  the  considerations  which  govern  it  in  the  dis¬ 
position  of  such  applications.  These  opinions  indicate 
that  the  primary  questions  to  be  considered  are,  in 
substance,  whether  the  new  service  will  serve  a  useful 
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public  purpose  responsive  to  a  public  need ;  whether  this 
purpose  can  and  will  be  served  adequately  by  existing 
routes  or  carriers;  whether  it  can  be  served  by  the 
applicant  without  impairing  the  operations  of  existing 
carriers  contrary  to  the  public  interest;  and  whether 
the  cost  of  the  proposed  service  to  the  government  will 
be  outweighed  by  the  benefit  which  will  accrue  to  the 
public  from  the  new  service.” 

Eastern  agrees,  of  course,  that  air  cargo  transportation 
serves  a  useful  public  purpose,  but  the  Board  has  not  made, 
and  could  not  make,  a  finding,  which  is  essential  to  its  cer¬ 
tification  of  additional  cargo-only  carriers,  that  such  public 
purpose  could  not  be  adequately  provided  by  existing  routes 
or  carriers. 

Indeed,  the  Board  has  specifically  refused  to  find  that  the 
existence  of  the  applicants  as  scheduled  cargo  carriers 
operating  under  the  Board’s  exemption  has  had  anything 
to  do  with  the  growth  of  air  cargo  in  the  past,  saying  (De¬ 
cision,  p.  32)  : 

‘‘During  the  period  of  growing  operations  by  some 
of  the  applicants  as  scheduled  cargo  carriers  under 
section  292.5  of  the  Board’s  Regulations,  the  air  freight 
carried  by  the  certificated  carriers  increased  tremen¬ 
dously.  It  is  neither  possible  nor  necessary  to  deter¬ 
mine  whether  this  growth  must  be  credited  primarily 
to  the  spur  of  competition  provided  by  the  cargo  car¬ 
riers,  or  whether  the  growth  would  have  occurred  with¬ 
out  them.” 

Clearly  if,  as  must  be  assumed  from  that  statement  of  the 
Board,  air  cargo  might  have  been  developed  to  the  same 
extent  in  the  past  without  the  operations  of  the  applicants, 
the  Board  has  no  basis  of  fact  for  concluding  that  air  cargo 
cannot  be  fully  developed  in  the  future  by  the  presently 
certificated  carriers. 
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9  The  Board’s  decision  in  this  case  represents  a 

complete  abandonment  of  the  sound  public  conven¬ 
ience  and  necessity  standards  established  in  its  previous 
decisions.  It  is  one-hundred  percent  deficient  with  respect 
to  specific  findings  as  to  each  of  the  individual  routes  cer¬ 
tificated  and  each  of  the  four  primary  questions  of  public 
convenience  and  necessity  set  out  in  the  above  quotation. 

18.  Fundamental  to  any  finding  of  public  convenience 
and  necessity  for  air  transportation  between  any  two  points 
is  some  estimate  of  the  potential  traffic  which  may  be  ex¬ 
pected  to  move  between  those  points  at  some  particular 
moment.  The  Board  has  found  only  that  there  is  “an  exist¬ 
ing  potential  domestic  traffic  for  air  freight  of  not  less 
than  one  billion  ton-miles  annually”  (Decision,  p.  22).  It 
is  not  stated  at  which  time  that  potential  may  be  translated 
into  actual  traffic, — whether  within  the  period  for  which 
the  applicants  have  been  temporarily  certificated  or  not, — 
or  between  which  points  such  potential  exists.  Even  more 
fundamental  there  is  no  finding  that  such  potential  ever 
will  be  converted  to  actual  traffic.  Obviously,  a  “finding” 
that  there  exists  a  nationwide  reservoir  of  one  billion  ton- 
miles  of  air  freight  is  meaningless,  particularly  when  it 
comes  to  appraising  the  public  convenience  and  necessity 
for  Miami-New  York  air  cargo  service,  for  example,  and 
such  a  “finding”  could  not  be  considered  as  providing  any 
support  for  a  finding  of  public  convenience  and  necessity 
for  a  Miami-New  York  air  cargo  service. 

19.  The  Board  has  not  made  the  required  ultimate  finding 
of  fact  that  U.  S.  is  “fit,  willing,  and  able  to  perform  such 
transportation  properly,  and  to  conform  to  the  provisions 
of  this  Act  and  the  rules,  regulations,  and  requirements  of 
the  Authority  hereunder  .  .  .”  At  page  61  of  its  decision 
the  Board  states  clearly  that  “Airnews  is  fit,  willing  and 
able  . . At  page  67  of  its  decision  the  Board  states  “There 
appears  little  question  that  both  Slick  and  the  Flying  Tiger 
are  fit,  willing,  and  able  to  perform  the  services  that  we 
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deem  necessary.-’  No  such  ultimate  finding  of  fitness, 
willingness  and  ability  (except  a  “conclusion  of  law”  (De¬ 
cision,  p.  79)  which  is  said  (Decision,  p.  75)  to  be  based  on 
“the  foregoing  findings  of  fact”)  is  made  as  to  U.  S.  and  it 
must  be  presumed,  in  view  of  the  clear  findings  as  to  other 
applicants,  that  such  finding  was  not  made  because  the 
facts  would  not  support  it. 

10  20.  The  Board  has  not  made  the  required  sub¬ 

sidiary  findings  of  fitness,  willingness  and  ability  as 
to  U.  S.  In  Braniff  Airways,  Inc.,  v.  Civil  Aeronautics 
Board,  147  F.  (2d)  152  (App.  D.  C.  1945)  the  Court  stated: 

“The  Board  is  authorized  to  issue  a  certificate  if  it 
finds  that  the  applicant  is  fit,  willing  and  able  to  per¬ 
form  such  transportation  properly  .  .  .  and  that  such 
transportation  is  required  by  the  public  convenience 
and  necessity.  The  Act  does  not  define  ‘fit,  willing  and 
able’  but  the  Board  has  established  these  tests:  (1)  a 
proper  organizational  basis  for  the  conduct  of  air 
transportation;  (2)  a  plan  for  the  conduct  of  the  ser¬ 
vice  made  by  competent  personnel;  (3)  adequate  fi¬ 
nancial  resources.” 

The  Board  has  recited  (Decision,  p.  70)  that  “Both  U.  S. 
Airlines  and  Willis  [an  unsuccessful  applicant]  .  .  .  have 
adequate  organizations.”  The  Board  has  not  found  that 
U.  S.  presented  “a  plan  for  the  conduct  of  the  service  made 
by  competent  personnel”  or  that  U.  S.  has  “adequate  finan¬ 
cial  resources.”  On  this  latter  point  the  Board  has  found 
only  that  “U.  S.  Airlines  would  be  in  better  position  than 
Willis  to  weather  any  economic  difficulty  which  might  result 
from  initial  losses”  (Decision,  p.  72)  and  that  “U.  S.  Air¬ 
lines  is  in  a  sounder  financial  position  than  Willis”  (Deci¬ 
sion,  p.  74).  It  is  clear  that  a  finding  that  one  applicant  is 
in  relatively  better  financial  position  than  another  does 
not  constitute  a  legally  adequate  finding  as  to  fitness,  will¬ 
ingness  and  ability. 
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B.  The  Findings  of  the  Board  Are  Not  Supported  By 
Substantial  and  Probative  Evidence  Nor  are  They 
Based  Upon  the  Whole  Record . 

21.  Section  1006  (e)  of  the  Civil  Aeronautics  Act  (49  U. 
S.  C.  Section  646  (e)) provides,  in  part: 

“The  findings  of  facts  by  the  Authority,  if  supported 
by  substantial  evidence,  shall  be  conclusive.” 

Section  7  (c)  of  the  Administrative  Procedure  Act  provides 
in  part: 

.  .  no  order  [shall]  be  issued  except  upon  consid¬ 
eration  of  the  whole  record  or  such  portions  thereof 
as  may  be  cited  by  any  party  and  as  supported  by  and 
in  accordance  with  the  reliable,  probative,  and  sub¬ 
stantial  evidence.” 

Section  10  (e)  of  the  Administrative  Procedure  Act  which 
relates  to  the  scope  of  judicial  review  provides,  in  part,  that 
the  Court  shall  set  aside  agency  action  “unsupported  by 
substantial  evidence”,  and  that: 

“In  making  the  foregoing  determinations  [as  to  the 
disposition  of  a  proceeding  upon  appeal]  the  Court 
shall  review  the  whole  record  or  such  portions  thereof 
as  may  be  cited  by  any  party  .  .  .” 

11  The  Board  has  not  considered  the  whole  record  in 
arriving  at  its  decision  to  certificate  four  all-cargo 
carriers, — it  has  ignored  a  large  body  of  the  most  valuable 
and  relevant  material  in  the  record.  The  evidence  upon 
which  the  Board  has  relied  is  not  probative,  being  entirely 
discredited  by  more  reliable  and  credible  evidence.  The 
evidence  relied  upon  is  not  substantial  and  is  more  in  the 
nature  of  guesses  and  hypotheses  than  the  solid  and  sub¬ 
stantial  type  of  evidence  contemplated  by  the  statutes. 

22.  In  the  summer  of  1947  the  Board  authorized  several 
of  the  applicants  in  the  Air  Freight  case  to  engage  in  the 
scheduled  common  carriage  of  air  cargo  under  an  extra- 
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ordinary  exemption  [Section  292.5  of  the  Board’s  Regula¬ 
tions]  granted  under  Section  416  (b)  of  the  Civil  Aero¬ 
nautics  Act  (49  U.  S.  C.  Section  496).  At  the  time  of  the 
decision  in  this  proceeding  those  applicants  (including 
U.  S.,  Slick  and  Flying  Tiger  Line)  had  been  operating  as 
scheduled  common  carriers  of  air  cargo  for  approximately 
two  years  pursuant  to  that  exemption.1 

It  should  be  noted  that  by  the  terms  of  the  exemption  the 
applicants  have  been  able  to  operate  on  more  favorable 
terms  than  would  be  the  case  if  they  should  be  awarded 
certificates.  As  a  prime  example  of  this,  the  exemption, 
although  permitting  the  applicants  the  privilege  of  com¬ 
mon  carriage,  relieved  them  of  the  requirements  of  Section 
404  of  the  Civil  Aeronautics  Act,  which  imposes  the  duty 
of  providing  adequate  service.  In  other  words,  under  their 
exemption,  the  applicants  have  been  able  to  pick  and  choose 
the  most  lucrative  business  and  to  ignore  the  unprofitable. 
Furthermore,  it  is  only  natural  that  the  applicants  have 
exerted  their  best  efforts  during  this  period  of  exempted 
operations  in  the  realization  that  their  chances  for  certifi¬ 
cates  would  probably  depend  upon  the  showing  made  by 
them. 

The  Board  earlier  recognized  the  value  of  ascertaining 
the  results  of  the  applicants’  operations  under  the  exemp¬ 
tion  for  the  light  which  such  results  might  shed  upon  the 
desirability  of  certificating  any  of  them  and  upon  their 
fitness,  willingness  and  ability.  Accordingly  it  reopened 
the  record  in  this  proceeding  on  October  20,  1948  for  the 
purpose,  among  others,  of  receiving  evidence  as  to  those 
operations,  stating  in  part  (Order  Serial  No.  E-2108, 
P-  2): 

12  “That  certain  of  the  applicants  in  said  pro¬ 

ceeding  have  been  authorized  for  more  than  a 
year  to  operate  as  common  carriers  of  air  cargo  on  a 

1  Airnews  never  received  authority  to  operate  under  Section  292.5  of 
the  Board’s  Regulations,  but  has  operated  intrastate  in  Tcacas. 
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scheduled  basis  pursuant  to  Section  292.5  of  the 
Board’s  Economic  Regulations,  and  more  complete  data 
with  respect  to  the  results  of  such  operations  than  are 
presently  contained  in  the  record  should  be  made  avail¬ 
able  to  the  Board  for  determining  the  issues  involved 
in  said  proceeding  .  . 

A  further  hearing  was  held  in  this  proceeding  November 
29,  1948  through  December  8,  1948  for  the  purpose  of  re¬ 
ceiving  the  evidence  referred  to  in  the  record. 

In  reaching  its  decision  in  this  proceeding,  however,  the 
Board  has  entirely,  and  arbitrarily,  ignored  this  valuable 
evidence  of  actual  operations  in  passing  on  the  question  of 
whether  the  proposed  operations  are  required  by  the  public 
convenience  and  necessity  and  the  subsidiary  questions  of 
whether  the  proposed  services  would  serve  a  useful  public 
purpose,  whether  that  purpose  could  be  served  adequately 
by  existing  routes  or  carriers,  whether  the  public  purpose 
could  be  served  by  the  applicants  without  impairing  the 
operations  of  existing  carriers  contrary  to  the  public  in¬ 
terest  and  whether  the  cost  of  the  proposed  service  to  the 
government  would  be  outweighed  by  the  benefits  which 
would  accrue  to  the  public  from  such  service.  The  evidence 
of  the  applicants’  actual  operations  would  have  required 
the  Board,  had  it  considered  such  evidence,  to  resolve  each 
of  the  above  questions  adversely  to  the  applicants  and  would 
have  required  the  denial  of  their  applications. 

The  Board  has  entirely,  and  arbitrarily,  ignored  the  valu¬ 
able  and  highly  relevant  evidence  adduced  at  the  further 
hearing  insofar  as  it  bears  on  the  question  of  the  fitness, 
willingness  and  ability  of  U.  S.,  Flying  Tiger  Line,  and 
Slick.  The  Board  properly  considered  and  evaluated  the 
unsuccessful  operating  results  of  other  applicants  which 
it  did  not  certificate  as  relevant  and  pertinent  to  the  dis¬ 
position  of  their  applications.  Such  evidence  as  to  their 
unsuccessful  operating  results  was  equally  necessary  to  the 
proper  disposition  of  the  applications  of  Slick,  U.  S.  and 
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Flying  Tiger  Line  but  was  erroneously  ignored  by  the 

Board. 

23.  The  Board’s  decision  and  order  is  not  supported  by 
reliable  and  probative  evidence.  For  example,  it  w~as  ob¬ 
viously  necessary  that  some  estimate  be  made  of  the  Na¬ 
tion’s  air  cargo  traffic  potential  in  order  to  appraise  the 
probable  traffic  results  of  the  applicants  if  they  should  be 
certificated  and  the  effect  of  such  operations  upon 
13  the  operations  of  the  existing  carriers.  The  Board 
undertook  such  an  estimate  and  arrived  at  a  flat 
figure  (Decision,  p.  22)  of  “not  less  than  one  billion  ton- 
miles  annually.” 

That  estimate  is  not  supported  by  any  substantial  or 
probative  evidence  of  record  in  this  proceeding.  The  Board’s 
own  Examiners  stated  in  their  Report  (p.  233) : 

“The  past  traffic  carried  by  the  applicants  is  doubt¬ 
less  the  best  indication  of  what  will  move  in  the  near 
future.” 

The  volume  and  growth  of  traffic  carried  by  all  carriers, 
certificated  and  non-certificated,  at  the  present  time  is 
entirely  inconsistent  with  such  an  estimate. 

The  Board  itself  could  not  have  believed  that  its  estimate 
of  traffic  potential  w~as  supported  by  substantial  and  pro¬ 
bative  evidence  for  on  May  24,  1949,  one  month  after  the 
Board’s  tentative  decision  in  this  case,  in  which  it  made  the 
same  finding  as  to  traffic  potential  which  is  contained  in  its 
final  decision,  it  stated  as  follows  in  reply  to  an  inquiry 
by  Senator  Charles  Tobey: 

“19.  Do  you  anticipate  a  continued  increase  in  the 
volume  of  freight  traffic  of  similar  proportions 
in  1949  and  1950? 

Although  we  anticipate  continued  growth  in  the 
volume  of  freight  traffic  over  the  next  several  years, 
indications  are  that  the  rate  of  growth  will  not  be  as 
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steep  as  that  experienced  over  the  past  two  develop¬ 
mental  years.  Whereas  1948  freight  volume  was  ap¬ 
proximately  double  1947,  reports  for  the  first  two 
months  of  1949  indicate  that  the  present  rate  of  in¬ 
crease  over  the  corresponding  months  of  1948  is  run¬ 
ning  between  30  and  40  percent.  Assuming  reasonably 
stable  business  conditions,  it  would  appear  likely  that 
freight  traffic  will  follow  the  trend  indicated  by  the 
relative  experience  in  the  early  months  of  1949.  How¬ 
ever,  it  must  be  recognized  that  freight  shipments 
are  likely  to  be  highly  sensitive  to  changes  in  rate 
levels,  and  a  substantial  drop  in  freight  rates  might 
well  produce  an  acceleration  in  the  growth  trend.  On 
the  other  hand,  freight  rates  must  bear  a  reasonable 
relationship  to  presently  attainable  costs  and  further 
substantial  reductions  in  freight  rates  might  not  be 
practical  until  additional  cost  reductions  are  accom¬ 
plished.” 

The  foregoing  official  statement  of  the  Board,  which  was 
specifically  called  to  the  Board’s  attention  during  oral 
argument  in  this  proceeding,  cannot  be  reconciled  with  the 
following  statement  of  the  Board  in  its  decision  (pp. 

10-11) : 

14  “Nor  do  we  believe  that  a  simple  statistical 

projection  of  the  growth  of  air  freight  over 
the  last  two  years  into  the  future  is  an  adequate  basis 
upon  which  to  determine  the  demand  for  air  traffic. 
Such  a  projection  would  indicate  that  by  1950  there 
would  be  an  actual  air  freight  movement  in  the  vicini¬ 
ty  of  200  million  ton  miles  annually  and  250  million 
ton  miles  by  1953.  While  we  do  not  ignore  such  a 
projected  figure,  we  believe  that  the  potential  air 
freight  market  is  many  times  greater  than  this  volume 
of  traffic.  With  vigorous  and  widespread  developmental 
and  promotional  efforts,  it  is  probable  that  a  deeper 
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penetration  of  air  freight  potential  will  be  realized 
than  purely  statistical  projections  would  indicate.” 

The  Board,  as  has  been  noted  in  the  preceding  paragraph, 
has  erroneously  chosen  to  ignore  the  “best”  evidence  and 
has  relied  upon  guesses  and  conjectures  and  assumptions 
unsupported  by  any  substantial  evidence  of  record.  The 
Board’s  estimate  thus  arrived  at  its  meaningless,  is  dis¬ 
proved  by  other  more  reliable  evidence,  and  is  not  credible. 

24.  The  Board’s  findings  (Decision,  pages  22  ff .)  that 
the  applicants  would  not  divert  traffic  from  the  certificated 
carriers  is  not  supported  by  substantial  and  probative  evi¬ 
dence.  Such  a  finding  is  supported  only  by  the  self-serving 
declarations  of  the  applicants.  Reliable  and  substantial 
evidence  of  record,  evidence  of  the  applicants’  past  opera¬ 
tions,  shows  that  the  applicants  have  diverted  large  vol¬ 
umes  of  traffic  from  the  certificated  carriers  and  the  only 
reasonable  finding  which  the  Board  could  have  made 
would  be  that  such  diversion  would  continue  if  the  appli¬ 
cants  were  certificated. 

25.  The  Board’s  findings  as  to  the  fitness,  willingness 
and  ability  of  the  applicants  are  not  supported  by  sub¬ 
stantial  and  probative  evidence.  For  example,  as  has  been 
pointed  out  above,  one  of  the  tests  of  fitness,  willingness 
and  ability  is  the  adequacy  of  financial  resources.  There 
is  no  substantial  or  probative  evidence  of  record  to  the 
effect  that  Slick,  U.  S.,  Flying  Tiger  Line  or  Aimews  has 
adequate  financial  resources  to  conduct  the  operations  for 
which  it  has  been  certificated.  Indeed  the  Board  has  found 
(Decision,  pp.  65-66)  that  Capital  Airlines,  Inc.,  which  was 
a  much  stronger  applicant,  with  access  to  far  greater  re¬ 
sources,  had  not  sufficiently  shown  how  it  could  raise  the 
necessary  capital.  Capital’s  showing  on  this  point  was 
much  stronger  than  the  showing  of  U.  S.,  Slick,  Flying 
Tiger  Line  or  Aimews. 
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15  C.  The  Decision  and  Order  of  the  Board  are  con¬ 
trary  to  the  overwhelming  weight  of  the  evidence. 

26.  The  overwhelming  weight  of  the  evidence  in  this 
proceeding  indicates  that  the  proposed  services  of  U.  S., 
Slick,  Flying  Tiger  Line  and  Airnews  are  not  required 
by  the  public  convenience  and  necessity  and  that  those 
applicants  are  not  fit,  willing  and  able  to  perform  the  pro¬ 
posed  transportation  in  accordance  with  the  Civil  Aero¬ 
nautics  Act  and  the  Board’s  Regulations.  The  Board  ought 
therefore  to  have  issued  a  decision  and  order  in  accord¬ 
ance  with  the  preponderance  of  the  evidence  and  should 
have  denied  the  applications  above  referred  to.  The  Board 
has  committed  reversible  error  in  arbitrarily  refusing  to 
deny  such  applications. 

D.  The  Board  Has  Exceeded  Its  Statutory  Authority. 

27.  Section  2(d)  and  (e)  of  the  Administrative  Pro¬ 
cedure  Act  provides: 

“(d)  Order  and  Adjudication. — ‘Order’  means  the 
whole  or  any  part  of  the  final  disposition  (whether 
affirmative,  negative,  injunctive,  or  declaratory  in 
form)  of  any  agency  in  any  matter  other  than  rule 
making  but  including  licensing.  ‘Adjudication’  means 
agency  process  for  the  formulation  of  an  order. 

“(e)  License  and  Licensing. — ‘License’  includes  the 
whole  or  part  of  any  agency  permit,  certificate,  ap¬ 
proval,  registration,  charter,  membership,  statutory 
exemption  or  other  form  of  permission.  ‘Licensing’ 
includes  agency  process  respecting  the  grant,  renewal, 
denial,  revocation,  suspension,  annulment,  withdrawal, 
limitation,  amendment,  modification,  or  conditioning 
of  a  license.” 

In  passing  upon  the  applications  of  U.  S.,  Slick,  Flying 
Tiger  Line  and  Airnews  for  certificates  of  convenience 
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and  necessity  the  Board  was  exercising  an  adjudicatory 
function  and  it  was  obligated  carefully  to  weight  and 
evaluate  all  evidence  of  Record.  The  Board’s  decision, 
however,  makes  it  clear  that  it  did  respect  such  duty.  At 
page  27  of  its  decision  it  states  that  the  issues  in  this  care 
are  promotional  rather  than  regulatory.  At  pages  29-30 
of  the  Board’s  decision  it  is  stated: 

“  •  •  •  we  cannot  agree  with  the  contention  that  the 
issue  of  public  convenience  and  necessity  in  the  pres¬ 
ent  case  is  to  be  resolved  solely  upon  the  basis  of  past 
and  current  facts  whose  weight  must  be  strictly 
weighed  as  in  adjudication  of  a  factual  issue  in  a  court 
of  law.  Our  decision  must  also  take  into  account  and 
give  appropriate  weight  to  broad  considerations  of 
future  welfare  related  to  the  development  of  a  new 
type  of  air  commerce  which  until  a  comparatively  re¬ 
cent  time  has  received  little  attention.  Such  an  ap¬ 
proach  must  necessarily  be  predicated  upon  future 
estimates  as  well  as  present  facts  for  it  is  keyed  to 
future  goals  and  an  effort  to  envisage  the  shape  of 
things  to  come.” 

16  The  inference  is  clear  that  if  the  Board  had  proper¬ 
ly  weighed  and  evaluated  the  available  evidence  of 
record  it  would  have  been  required  to  deny  the  applica¬ 
tions. 

The  “encouragement  and  development  of  civil  aeronau¬ 
tics”  is  defined  in  Section  2  of  the  Civil  Aeronautics  Act 
as  one  of  the  components  of  public  convenience  and  neces¬ 
sity.  Thus,  if  the  evidence  shows  that  a  proposed  service 
will  encourage  and  develop  civil  aeronautics,  and  the  Board 
so  finds,  then  the  applicant  is  one  step  further  toward  a 
certificate  of  convenience  and  necessity.  But  the  Board 
has  misconstrued  the  Act  to  mean  that  it  may  find  a  pro¬ 
posed  service  will  develop  air  commerce  without  regard 
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to  the  evidence  of  record  (Decision,  pages  27-33).  Such  a 
construction  of  the  Civil  Aeronautics  Act  is  erroneous  and 
the  Board’s  action  pursuant  to  such  erroneous  statutory 
construction  renders  its  decision  and  order  null  and  void. 

The  suggestion  that  the  Board  may  ignore  the  type  of 
facts  and  evidence  upon  which  courts  rely,  and  may  sub¬ 
stitute  therefor  its  supposed  expert  knowledge  of  the 
“shape  of  things  to  come”  is  at  war  with  the  clear  provi¬ 
sions  of  the  Civil  Aeronautics  Act  and  the  Administrative 
Procedure  Act.  Section  1005(f)  of  the  Civil  Aeronautics 
Act  requires  that  “every  order  of  the  Authority  shall  set 
forth  the  findings  of  fact  upon  which  it  is  based,”  thus 
clearly  demonstrating  that  orders  must  be  based  on  facts, 
not  fancies.  Likewise,  Section  1006  (e)  provides  that  on 
judicial  review  “The  findings  of  facts  by  the  Authority, 
if  supported  by  substantial  evidence,  shall  be  conclusive.” 
Section  10  (e)  of  the  Administrative  Procedure  Act  re¬ 
quires  the  reviewing  court  to  set  aside  agency  action  which 
is  “unsupported  by  substantial  evidence”.  The  fact  that 
Congress  provided  for  judicial  review  of  the  Board’s 
orders  sufficiently  demonstrates  that  the  Board  must  act 
on  the  basis  of  evidence  which  a  court  can  review.  If  that 
were  not  true,  judicial  review  would  be  a  futility,  as  the 
court  obviously  cannot  review  the  Board’s  alleged  power 
to  foresee  the  “shape  of  things  to  come.”  This  is  not  to 
say  that  the  Board  has  no  latitude  within  which  to  exer¬ 
cise  its  expert  judgment  The  point  is  simply  that  the 
Board  must  base  its  judgment  of  the  future  on  present 
facts — the  same  kind  of  evidence  which  courts  and  other 
administrative  agencies  customarily  consider. 

17  28.  The  Board  erred  in  granting  the  applicants 

authority  not  applied  for.  The  Board  has  granted 
the  applicants  authority  to  operate  between  points  and  to 
carry  traffic  where  such  authority  was  not  contemplated 
by  any  applications  filed  by  such  applicants. 
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E.  The  Board  has  denied  Eastern  a  fair  hearing. 

29.  The  Board’s  procedure  in  handling  the  case  has 
denied  Eastern  a  fair  hearing.  Eastern  pointed  out  to  the 
Board  in  the  Spring  of  1948  the  vital  necessity  for  reopen¬ 
ing  the  record  so  as  to  include  therein  the  results  of  the 
applicants'  operations  under  Sections  292.5  of  the  Board’s 
Economic  Regulations  and  more  recent  evidence  as  to  the 
cargo  operations  of  the  certificated  carriers.  The  Board 
did  not  grant  Eastern’s  request  until  after  oral  argument 
in  September,  1948,  on  the  old,  stale  record,  and  then  only 
to  the  extent  of  reopening  the  record  to  permit  further 
evidence  as  to  the  applicants’  operations — not  those  of 
Eastern  and  the  other  certificated  carriers. 

Following  the  further  hearing  the  Board  arbitrarily  re¬ 
fused  to  allow  oral  argument  as  to  the  matters  brought 
out  at  the  reopened  hearing,  but  issued  a  tentative  deci¬ 
sion  in  virtually  the  identical  language  of  its  final  deci¬ 
sion  before  oral  argument  as  to  the  new  evidence  of  record. 

This  arbitrary  procedure  has  resulted  in  denying  Eastern 
a  fair  hearing. 

30.  The  decision  and  order  herein  complained  of  are 
arbitrary,  capricious,  an  abuse  of  discretion  and  contrary 
to  law.  The  Board  did  not  make  jurisdictional  findings 
required  by  the  Civil  Aeronautics  Act  and  it  did  not  make 
subsidiary  evidentiary  findings  logically  required  to  sup¬ 
port  its  ultimate  findings.  The  Board’s  decision  was  not 
based  on  the  whole  record  and  contains  findings  of  fact 
and  of  ultimate  conclusions  which  are  not  supported  by 
substantial,  reliable  and  probative  evidence.  The  Board 
failed  to  make  findings  on  various  points  and  issues  which 
were  presented  to  the  Board  for  decision  by  Eastern. 
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18  VI 

PETITION  FOR  STAY 

A  petition  to  stay  the  order  herein  complained  of  is  being 
filed  by  Eastern  concurrently  with  this  petition. 

vn 

PRAYER  FOR  RELIEF 

Wherefore,  Eastern  prays  that  the  order  of  the  Civil 
Aeronautics  Board  herein  complained  of  be  reviewed  by 
this  Court,  that  a  copy  of  this  petition  be  transmitted  to 
the  Board,  and  that  the  Board  be  required  to  certify  and 
file  in  this  Court  a  transcript  of  the  record  upon  which  the 
aforesaid  order  was  entered,  in  accordance  with  Section 
1006  of  the  Civil  Aeronautics  Act;  that  upon  the  review 
requested  herein  the  said  order  of  the  Board  be  set  aside ; 
and  that  this  Court  grant  to  Eastern  such  other  and  fur¬ 
ther  relief  as  the  Court  may  deem  proper. 

Dated  August  11,  1949 

Eastern  Air  Lines,  Inc. 

E.  Smythe  Gambrell 
W.  Glen  Harlan 
Charles  A.  Moye,  Jr. 

825  Citizens  &  Southern 
National  Bank  Bldg. 
Atlanta  3,  Georgia 

Attorneys  for  Petitioner 


Gambrell,  Harlan  &  Barwick 
825  Citizens  &  Southern 
National  Bank  Bldg. 

Atlanta  3,  Georgia 
Of  Counsel 
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1  In  the 

UNITED  STATES  COURT  OF  APPEALS 
For  the  District  of  Columbia  Circuit 
No.  10,437 


United  Air  Lines,  Inc., 


— v. — 


Petitioner , 


Civil  Aeronautics  Board, 

Respondent . 


Petition  of  United  Air  Lines,  Inc.,  for  Judicial  Review 
of  an  Order  of  the  Civil  Aeronautics  Board 

To  the  Honorable  the  Judges  of  the  United  States  Court 
of  Appeals  for  the  District  of  Columbia  Circuit : 

United  Air  Lines,  Inc.  presents  this  petition  for  judicial 
review  of  an  order  of  the  Civil  Aeronautics  Board,  dated 
July  29,  1949,  Serial  No.  E-3085,  and  in  support  thereof 
respectfully  represents  and  alleges  the  following: 

L 


The  Nature  of  the  Proceeding. 

1.  This  petition  involves  two  proceedings  before  the 
Civil  Aeronautics  Board  known  as  the  Air  Freight  Case 
and  the  Boston-New  York- Atlanta-New  Orleans  Case.  These 
proceedings  embraced  a  total  of  sixteen  applications 
2  filed  by  fifteen  applicants  for  certificates  of  public 
convenience  and  necessity  authorizing  air  transporta¬ 
tion  of  property,  or  in  some  cases,  of  property  and  mail,  be¬ 
tween  numerous  cities  located  in  the  large  marketing  areas 
in  the  United  States.  The  Board  entered  an  order  dated 
July  29,  1949,  and  served  August  2,  1949,  providing  that 
temporary  certificates  of  convenience  and  necessity  be  is¬ 
sued  to  The  Flying  Tiger  Line,  Inc.,  Slick  Airways,  Inc., 
U.  S.  Airlines,  Inc.  and  Airnews,  Inc.,  authorizing  them  to 
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engage  in  air  transportation  of  property  only,  for  a  period 
of  five  years,  on  an  area-to-area  basis  between  specified 
terminal  and  intermediate  points  throughout  the  United 
States.  The  four  certificates  are  attached  to  and  made  a 
part  of  the  Board’s  order. 

EL 

The  Statutes  upon  which  Jurisdiction  is  Based. 

2.  This  petition  is  filed  pursuant  to  Section  1006  of  the 
Civil  Aeronautics  Act  of  1938,  52  Stat.  973, 1024,  49  U.  S.  C. 
401,  646,  and  Section  10  of  the  Administrative  Procedure 
Act,  60  Stat.  237,  243,  5  U.  S.  C.  1001,  1009. 

3.  Section  1006  of  the  Civil  Aeronautics  Act  provides, 
in  part,  that  any  order  issued  by  the  Civil  Aeronautics 
Board  shall  be  subject  to  review  by  the  Circuit  Court  of 
Appeals  of  the  United  States,  or  by  the  United  States 
Court  of  Appeals  for  the  District  of  Columbia,  upon  peti¬ 
tion  filed  within  sixty  days  after  the  entry  of  the  order  by 
any  person  disclosing  a  substantial  interest.  The  statute 
further  provides  that  upon  the  filing  of  such  a  petition, 
the  Court  shall  have  jurisdiction  to  affirm,  modify  or  set 
aside  the  order  complained  of,  in  whole  or  in  part,  and,  if 
need  be,  to  order  further  proceedings  by  the  Board. 

4.  Section  10(c)  of  the  Administrative  Procedure  Act 
provides  in  part: 

uReviewable  Acts .  Every  agency  action  made 
3  reviewable  by  statute  and  every  final  agency  ac¬ 

tion  for  which  there  is  no  other  adequate  remedy 
in  any  court  shall  be  subject  to  judicial  review.  #  *  # 
Except  as  otherwise  expressly  required  by  statute, 
agency  action  otherwise  final  shall  be  final  for  the  pur¬ 
poses  of  this  subsection  whether  or  not  there  has  been 
presented  or  determined  any  application  for  a  declara¬ 
tory  order,  for  any  form  of  reconsideration,  or  (unless 
the  agency  otherwise  requires  by  rule  and  provides 
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that  the  action  meanwhile  shall  be  inoperative)  for  an 
appeal  to  superior  agency  authority.” 

5.  The  Rules  of  Practice  of  the  Civil  Aeronautics 
Board  permit  but  do  not  require  the  filing  of  a  petition 
for  reconsideration  of  any  final  order  of  the  Board,  and 
the  filing  of  a  petition  for  reconsideration  does  not  ren¬ 
der  a  Board  order  inoperative  pending  decision.  No  peti¬ 
tion  for  reconsideration  of  the  Board’s  order  of  July  29, 
1949  involved  in  this  appeal  is  pending  before  the  Board. 

6.  The  petitioner,  United  Air  Lines,  Inc.,  has  a  sub¬ 
stantial  interest  in  the  order  entered  by  the  Civil  Aero¬ 
nautics  Board,  dated  July  29,  1949,  within  the  meaning  of 
Section  1006  of  the  Civil  Aeronautics  Act.  The  petitioner 
was  a  party  by  intervention  in  both  the  Air  Freight  Case 
and  the  Boston-New  York- Atlanta-New  Orleans  Case.  The 
interest  of  the  petitioner  in  the  order  appealed  from  is 
further  disclosed  by  the  Statement  of  Facts. 

m. 

Statement  of  Facts. 

7.  The  petitioner,  United  Air  Lines,  Inc.,  a  Delaware 
corporation,  and  its  corporate  predecessors  have  been  en¬ 
gaged  in  the  business  of  transporting  passengers,  prop¬ 
erty  and  mail  by  aircraft  continuously  since  1926.  Since 

August  22,  1938,  the  effective  date  of  the  Civil  Aero- 
4  nautics  Act,  operations  have  been  conducted  by  the 
petitioner  pursuant  to  permanent  certificates  of  con¬ 
venience  and  necessity  issued  by  the  Civil  Aeronautics 
Board. 

8.  The  petitioner  is  one  of  a  total  of  sixteen  domestic 
air  carriers  which  hold  permanent  certificates  of  conven¬ 
ience  and  necessity  issued  by  the  Civil  Aeronautics 
Board.  Temporary  certificates  of  convenience  and  neces¬ 
sity  have  been  issued  by  the  Board  to  twenty-one  so- 


43 


Petition  of  United  Air  Lines,  Inc.,  for  Review 

called  feeder  or  local  air  carriers  and  eleven  of  these  are 
operating.  The  twenty-seven  air  carriers  presently  oper¬ 
ating  under  the  authority  of  both  permanent  and  tem¬ 
porary  certificates  of  convenience  and  necessity  issued  by 
the  Civil  Aeronautics  Board,  serve  a  total  of  720  cities  in 
the  United  States. 

9.  The  Civil  Aeronautics  Act  provides  in  Section  401 
that  “no  air  carrier  shall  engage  in  any  air  transporta¬ 
tion  unless  there  is  in  force  a  certificate  issued  by  the 
Board  authorizing  such  air  carrier  to  engage  in  such 
transportation.”  The  term  “air  transportation”  used  in 
this  statutory  prohibition  is  defined  in  Section  1(10)  of 
the  Act  to  mean  “interstate,  overseas  or  foreign  air  trans¬ 
portation  or  the  transportation  of  mail  by  aircraft”  The 
term  “interstate  air  transportation”  is  defined  in  Section 
1(21)  of  the  Act  so  as  to  include  “the  carriage  by  aircraft 
of  persons  or  property  as  a  common  carrier  for  compen¬ 
sation  or  hire”  in  interstate  commerce.  Violation  of  Sec¬ 
tion  401  of  the  Act  is  a  misdemeanor  punishable  by  fine 
under  Section  902  of  the  Act. 

10.  When  the  Civil  Aeronautics  Act  became  effective 
on  August  22,  1938,  the  newly  created  Board  was  con¬ 
fronted  with  the  question  of  what  to  do  regarding  en¬ 
forcement  of  the  Act  as  to  numerous  air  carriers  engaged 
in  non-scheduled  operations.  The  scope  and  type  of  non- 
scheduled  operations  at  that  time  is  described  by  the  fol¬ 
lowing  statements  made  by  the  Board  in  Investiga- 

5  tion  of  N onschedvled  Air  Services,  6  C.  A.  B.  1049, 
decided  May  17,  1946: 

“When  the  nonscheduled  exemption  order  was 
adopted  in  1938,  nonscheduled  air  transportation  was 
of  limited  economic  significance.  Although  there  were 
many  such  operators,  most  of  them  were  engaged  in 
air  transportation  to  only  a  limited  degree,  chiefly  as 
a  byproduct  of  other  air  services — for  example,  the 
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sale  and  servicing  of  aircraft  and  accessories,  aerial 
photography,  flight  instruction,  aerial  advertising, 
crop  dusting,  and  the  operation  of  airports.” 

11.  On  October  18,  1938,  the  Board  issued  Section  292.1 
of  its  Economic  Regulations.  This  regulation  provided, 
in  substance,  that  air  carriers  engaged  solely  in  non- 
scheduled  operations  should  be  exempt  from  the  economic 
requirements  of  the  Civil  Aeronautics  Act.  In  adopting 
this  regulation,  the  Board  relied  upon  Section  205  (a)  of 
the  Act,  which  gives  the  Board  general  power  to  issue  regu¬ 
lations  consistent  with  the  statutory  provisions,  and  upon 
Section  416  of  the  Act,  relating  to  exemptions.  Section  416 
gives  the  Board  power  to  classify  air  carriers,  and  provides 
that  the  Board  may,  except  as  to  certain  labor  requirements, 
exempt  any  air  carrier  or  class  of  air  carriers  from  all  or 
any  part  of  the  economic  requirements  of  the  statute. 
Such  an  exemption  cannot  be  granted,  however,  unless  the 
Board  finds  (1)  that  enforcement  of  such  economic  re¬ 
quirements  “would  be  an  undue  burden  on  such  air  carrier 
or  class  of  air  carrier  by  reason  of  the  limited  extent  of,  or 
unusual  circumstances,  affecting  the  operations  of  such 
air  carrier  or  class  of  air  carriers,”  and  (2)  that  enforce¬ 
ment  of  such  economic  requirements  “is  not  in  tlie  public 
interest” 

12.  The  carriers  engaged  in  aerial  photography,  flight 
instruction,  aerial  advertising,  crop  dusting  and  similar 
activities  when  Section  292.1  of  Economic  Relations  was  is¬ 
sued,  furnished  non-scheduled  service  because  the  na- 

6  ture  of  their  business  demanded  irregular  rather 
than  scheduled  service.  The  regulation  was  designed 
to  relieve  these  miscellaneous  and  relatively  unimportant 
operators  from  the  burden  of  complying  with  the  economic 
requirements  of  the  new  statute,  which  was  designed  pri¬ 
marily  to  place  under  Federal  regulation  common  carriers 
of  passengers,  property  and  mail  by  aircraft.  The  non- 
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scheduled  operators  in  1938  were  not  generally  engaged  in 
transporting  passengers  or  property  as  common  carriers. 
Section  292.1  adopted  in  1938  was  not  designed  to  circum¬ 
vent  Section  401  of  the  Act  by  permitting  unlimited  numbers 
of  persons  to  engage  in  air  transportation  of  passengers 
and  property  as  common  carriers  without  obtaining  cer¬ 
tificates  of  convenience  and  necessity. 

13.  After  the  War,  Section  292.1  was  applied  to  a  situ¬ 
ation  which  did  not  exist  when  the  regulation  was  adopted 
in  1938.  When  war  requirements  came  to  an  end  in  1945, 
surplus  airplanes  owned  by  the  government  were  available 
at  bargain  prices,  and  competent  pilots  and  mechanics 
and  other  personnel  were  available  to  operate  and  main¬ 
tain  the  planes  in  air  transportation.  A  great  many  per¬ 
sons  were  anxious  to  take  advantage  of  this  opportunity  to 
enter  the  field  of  air  transportation,  but  they  were  con¬ 
fronted  with  the  fact  that  Section  401  of  the  Civil  Aero¬ 
nautics  Act  prohibited  interstate  air  transportation  unless 
authorized  by  a  certificate.  The  probabilities  were  very 
great  that  certificates  authorizing  duplicate  operations 
by  new  carriers  in  competition  with  existing  carriers 
would  not  be  obtainable.  The  Board  had  decided  in  the  case 
of  Delta  Air  Corporation^ Additional  Service  to  Atlanta 
and  Birmingham ,  2  C.  A.  B.  447,  that  the  number  of 
domestic  air  carriers  then  operating  in  interstate  com¬ 
merce  was  sufficient  and  that  “the  present  domestic  air- 
transportation  system  can  by  proper  supervision  be  in¬ 
tegrated  and  expanded  in  a  manner  that  will,  in  gen- 
7  eral,  afford  the  competition  necessary  for  the  de¬ 
velopment  of  that  system  in  the  manner  contemplated 
by  the  Act.”  This  finding  was  made  by  the  Board  on  Jan¬ 
uary  30,  1941,  and  until  the  decision  and  order  of  July  29, 
1949,  here  appealed  from,  the  Board  adhered  to  the  policy 
thus  expressed  and  did  not  issue  any  certificate  of  conve¬ 
nience  and  necessity  to  new  air  carriers  in  domestic  air 
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transportation,  except  to  authorize  local  or  feeder  service 
on  a  temporary  basis. 

14.  The  legal  obstacles  to  the  entry  of  new  carriers 
into  air  transportation  were  obviated  by  practical  means. 
A  very  large  number  of  persons,  firms  and  corporations 
commenced  the  transportation  of  passengers  or  property, 
or  both,  in  interstate  commerce  by  aircraft  without  obtain¬ 
ing  certificates  of  convenience  and  necessity.  They  claimed 
their  operations  were  legal  on  the  ground  that  their  serv¬ 
ices  were  non-scheduled  and,  therefore,  permissible  under 
Section  292.1  of  the  Board’s  Economic  Regulations,  or  on 
the  ground  that  the  operators  were  “contract”  carriers 
not  subjected  to  regulation  by  the  Civil  Aeronautics  Act. 
The  number  of  such  uncertificated  carriers  has  fluctuated 
from  time  to  time.  In  the  summer  of  1946  more  than  2,500 
carriers  were  operating  more  than  5,000  airplanes  in  inter¬ 
state  commerce  to  transport  passengers  and  property  in 
what  they  called  either  non-scheduled  or  contract  service. 
They  did  not  obtain  certificates  of  convenience  and  neces¬ 
sity  issued  by  the  Civil  Aeronautics  Board.  The  Board  made 
no  finding  that  service  by  any  one  of  such  carriers  was 
required  in  the  public  interest  or  by  public  convenience  and 
necessity,  or  that  any  such  carrier  was  fit,  willing  and  able 
to  serve  the  public. 

15.  Thirteen  of  the  applicants  in  the  Air  Freight  Case 
and  in  the  Boston-New  York- Atlanta-New  Orleans  case 
started  the  transportation  of  cargo-only  by  aircraft  in  in¬ 
terstate  commerce  without  obtaining  certificates  of  conven¬ 
ience  and  necessity,  and  claimed  their  uncertificated 

S  operations  came  within  Section  292.1  of  the  Board’s 
Economic  Regulations  or  were  contract  operations. 
Exclusive  cargo  operations  in  interstate  commerce  were 
started  by  U.  S.  Airlines,  Inc.  in  December,  1945,  by  Slick 
Airways,  Inc.  in  March,  1946,  by  The  Flying  Tiger  Line, 
Inc.  in  July,  1946  and  by  Airnews,  Inc.  in  August,  1946. 
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16.  The  consolidated  proceeding  known  as  tlie  Boston- 
New  York- Atlanta-New  Orleans  case  included  applications 
by  U.  S.  Airlines,  Inc.  and  Globe  Freight  Airline,  Inc. 
for  certificates  of  convenience  and  necessity  authorizing 
cargo  transportation  by  aircraft.  The  Board  rendered 
an  opinion  in  that  case  on  January  27, 1948  (9  C.  A.  B.  38), 
but  deferred  consideration  of  the  applications  of  U.  S. 
Airlines,  Inc.  and  Globe  Freight  Airline,  Inc.  until  sub¬ 
mission  of  the  Air  Freight  Case  for  decision.  The  hear¬ 
ing  in  the  Air  Freight  Case  was  held  between  November, 
1946  and  January,  1947. 

17.  During  the  progress  of  these  consolidated  proceed¬ 
ings  the  applicants,  or  some  of  them,  requested  the  Board 
to  amend  its  Economic  Regulations  so  as  to  give  them  the 
right  to  operate  as  common  carriers  with  regular  sched¬ 
ules,  pending  the  Board’s  decision.  Initially  the  Board 
took  the  position  that  the  issue  of  whether  a  common  car¬ 
rier  status  should  be  given  to  the  all  cargo  applicants  should 
be  determined  in  a  certificate  proceeding  instead  of  by 
exercise  of  the  Board’s  power  to  grant  exemptions.  On  this 
subject  the  Board  said  in  Investigations  of  Nonscheduled 
Air  Services,  6  C.  A.  B.  1049,  1056,  decided  May  17,  1946: 

“It  is  our  opinion  that  the  inauguration  of  cargo 
services  by  new  carriers  which  would  parallel  routes 
of  existing  carriers  should  be  passed  upon  in  a  cer¬ 
tificate  proceeding.” 

18.  The  Board  did  not  adhere  to  this  statement  of  May 
17,  1946  that  the  issue  of  common  carrier  status  for  cargo 

operators  should  be  passed  on  in  a  certificate  pro- 
9  ceeding.  Less  than  a  year  later,  on  May  5,  1947,  the 

Board,  over  objection  by  United  Air  Lines,  Tnc.  and 
other  certificated  air  carriers*  adopted  Section  292.5  of  its 
Economic  Regulations.  In  this  Regulation  the  Board  recited 
that  it  would  not  be  possible  to  adjudicate  the  pending  appli- 
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cations  of  the  cargo  carriers  for  certificates  of  conveni¬ 
ence  and  necessity  for  some  time  and  found  that,  “During 
this  interim  period  it  would  not  be  in  the  public  interest 
to  terminate  or  curtail  such  services  and  thereby  lose  the 
benefit  of  the  experience  being  obtained  in  this  new  field 
of  air  cargo.”  The  Board  therefore  granted  an  exemp¬ 
tion  to  the  applicants  in  the  Air  Freight  Case  and  in  the 
Boston-New  York-Atlantic-New  Orleans  case  who  were 
actively  engaged  in  cargo  operations.  They  were  exempted, 
by  Section  292.5,  from  the  more  important  economic  re¬ 
quirements  of  the  Civil  Aeronautics  Act,  including  Sec¬ 
tion  401,  and  were  permitted  to  operate  as  common  car¬ 
riers  of  cargo  only  in  interstate  commerce  between  points 
served  by  them  during  the  year  ended  May  5,  1947.  This 
exemption  became  effective  on  June  10,  1947  and  provided 
that  it  be  continued  in  effect  as  to  each  applicant  until 
sixty  days  after  the  Board  made  final  disposition  of  its  ap¬ 
plication  for  a  certificate. 

19.  Section  292.5  of  the  Board’s  Economic  Regulations 
did  not  impose  any  service  obligations  upon  the  carriers 
for  w’hose  benefit  the  regulation  was  adopted.  They  were 
free  to  concentrate  on  large  cities  and  long  hauls  and 
volume  shipments  and  to  omit  service  to  particular  cities 
and  shippers  from  time  to  time  in  order  to  increase  their 
revenue. 

20.  On  March  12,  1948  the  Examiners  issued  their  re¬ 
port  in  the  Air  Freight  Case  and  recommended  that  tem¬ 
porary  certificates  of  convenience  and  necessity  be  issued 
to  The  Flying  Tiger  Line,  Inc.,  Slick  Airways,  Inc.,  U.  S. 

Airlines,  Inc.  and  Aimews,  Inc.  ’(who  ultimately  be- 
10  came  the  successful  applicants  under  the  Board’s 

order  of  July  29,  1949),  and  also  to  California-East¬ 
ern  Airways,  Inc.  and  Willis  Air  Service,  Inc.  The  report  of 
the  Examiners  was  made  without  the  benefit  of  information 
as  to  operating  results  of  the  applicants  as  common  carriers 
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of  air  cargo  because  the  hearing  in  the  Air  Freight  Case 
was  closed  in  January,  1947  and  Section  292.5  was  not  effec¬ 
tive  until  June  10,  1947.  Exceptions  to  the  Examiners’  Re¬ 
port  were  duly  filed  by  United  Air  Lines,  Inc.  and  other  in¬ 
terveners.  They  also  filed  petitions  to  reopen  the  record  so 
that  the  experience  obtained  by  the  air  cargo  applicants  in 
operating  as  common  carriers  of  cargo  since  June  10,  1947 
under  Section  292.5  of  the  Board’s  Economic  Regulations 
would  be  available  to  the  Board  in  deciding  whether  any 
certificates  of  convenience  and  necessity  should  be  issued  in 
the  Air  Freight  Case  or  the  Boston-New  York- Atlanta-New 
Orleans  Case. 

21.  The  importance  of  incorporating  proof  of  the  actual 
operating  results  of  the  uncertificated  cargo  carriers  into 
the  record  in  the  Air  Freight  Case  and  the  Boston-New 
York- Atlanta-New  Orleans  Case  was  recognized  by  the 
Board  in  its  opinion  in  a  related  case  known  as  Air  Freight 
Rate  Investigation,  9  C.  A.  B.  340,  decided  April  21,  1948. 
The  Board  in  its  opinion  referred  to  the  all-cargo  carriers 
operating  under  Section  292.5  of  the  Board’s  Economic 
Regulations  and  said: 

“The  entry  of  these  carriers  into  the  air  freight 
field  on  this  basis  constitutes  an  experiment  of  great 
importance  to  the  public  as  a  test  of  whether  a  special¬ 
ized  air  freight  industry  can  be  developed  on  the  basis 
of  its  own  economic  ability  to  exist.” 

22.  On  May  21,  1948,  the  Civil  Aeronautics  Board  en¬ 
tered  an  order,  Serial  No.  E-1613,  requiring  the  applicants 
in  the  Air  Freight  Case  and  in  the  Boston-New  York- 

Atlanta-New  Orleans  Case  to  file  within  twenty  days, 
11  special  reports,  including  profit  and  loss  statements, 
covering  the  year  1947  and  the  first  quarter  of  1948. 
On  the  same  date  the  Board  entered  an  order,  Serial  No.  E- 
1612,  which  recited  the  concurrent  entry  of  order  Serial  No. 
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E-1613  requiring  that  special  reports  be  filed  and  then  de¬ 
nied  the  petitions  of  United  Air  Lines,  Inc.,  and  others  to 
reopen  the  record.  On  June  1,  1948,  United  Air  Lines, 
Inc.  filed  a  petition  for  reconsideration  of  the  Board’s 
orders,  Serial  Nos.  E-1612  and  E-1613  and  requested  oral 
argument  with  respect  thereto.  Similar  petitions  were 
filed  by  other  interveners.  On  July  20,  1948  the  Board 
entered  an  order,  Serial  No.  E-1808,  assigning  these  peti¬ 
tions  to  reopen  the  record  and  for  reconsideration  to  be 
orally  argued  “at  the  same  time  and  place  as  the  oral  argu¬ 
ment  to  be  held  on  the  applications  in  the  above-entitled 
proceeding.”  The  dual  arguments  were  presented  in  Sep¬ 
tember,  1948.  The  parties  'were  compelled  to  state  their 
views  as  to  the  merits  of  the  consolidated  proceedings 
involving  applications  by  cargo  carriers  for  certificates  of 
convenience  and  necessity  without  knowing  whether  the 
record  w’ould  or  would  not  be  reopened  for  the  presentation 
of  evidence  of  the  result  of  the  all-cargo  experiment  author¬ 
ized  by  Section  292.5  of  the  Board’s  Economic  Regulations. 

23.  On  October  20,  1948  the  Board  entered  orders  in 
both  the  Air  Freight  Case,  Serial  No.  E-2108,  and  the 
Boston-New*  York- Atlanta-New  Orleans  Case,  Serial  No. 
E-2109,  reopening  the  records  for  the  limited  purpose  of 
receiving  in  evidence  specified  items  of  proof,  including  the 
special  reports  of  the  applicants  for  the  period  of  January 
1,  1947  to  September  30,  1948  and  permitting  cross-exam¬ 
ination  with  respect  thereto.  On  November  24,  1948  the 
Board  entered  orders  in  the  Air  Freight  Case,  Serial  No. 
E-2223,  and  in  the  Boston-New  York- Atlanta-New  Orleans 
Case,  Serial  No.  E-2109,  consolidating  the  reopened  cases 
into  one  proceeding. 

1 2  24.  A  further  hearing  was  held  before  an  examiner 

of  the  Board  between  November  29  and  December  S, 
1948.  The  Board  thereafter  refused  requests  by  United  Air 
Lines,  Inc.  and  other  interveners  that  the  Board  follow’ 
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its  usual  procedure  of  briefs  to  an  examiner,  an  examiner’s 
report,  exceptions  thereto  and  briefs  and  arguments  to 
the  Board,  and  in  lieu  thereof  entered  an  order  on 
December  21,  1948,  Serial  No.  E-2311,  directing  the 
Examiner  to  certify  the  entire  record  to  the  Board  for 
initial  decision.  This  was  done  and  the  Board  issued  on 
April  29,  1949  a  tentative  opinion  and  a  tentative  order 
providing  (1)  that  temporary  certificates  of  convenience 
and  necessity  be  issued  to  The  Flying  Tiger  Line,  Inc., 
Slick  Airways,  Inc.,  U.  S.  Airlines,  Inc.  and  Airnews,  Inc. 
authorizing  them  to  engage  in  air  transportation  of  prop¬ 
erty  for  a  period  of  five  years  between  the  areas  and 
points  specified  in  certificates  attached  to  the  Board’s  order 
and  (2)  that  all  parties  to  the  consolidated  proceeding  be 
allowed  twenty  days  from  service  of  the  Board’s  order  to 
file  and  serve  exceptions  with  respect  thereto.  The  tenta¬ 
tive  opinion  and  order  of  April  29,  1949  were  issued  with¬ 
out  the  benefit  of  oral  arguments  covering  the  evidence 
introduced  at  the  second  hearing  in  November  and  De¬ 
cember  1948.  Exceptions  to  the  Board’s  tentative  opinion 
and  order  of  April  29,  1949  were  filed  by  United  Air  Lines, 
Inc.  and  other  interveners  and  the  Board  heard  oral  argu¬ 
ment  with  respect  thereto  starting  on  June  13,  1949.  On 
July  29,  1949  the  Board  rendered  a  final  opinion,  which  is 
substantially  a  copy  of  its  tentative  opinion  of  April  29, 
1949  and  entered  a  final  order,  Serial  No.  E-3085,  granting 
the  same  certificates  provided  for  in  its  tentative  order  of 
April  29,  1949. 

25.  The  experiment  conducted  by  the  Board  in  cargo  air 
transportation  resulted  in  substantial  losses  by  all  opera¬ 
tors,  in  spite  of  the  fact  that  Section  292.5  of  the 
13  Board’s  Economic  Regulations  permitted  common 
carrier  operations  without  imposing  service  obliga¬ 
tions.  The  record  shows  that  four  of  the  original  applicants 
for  all-cargo  certificates  of  convenience  and  necessity  were 


52 


Petition  of  United  Air  Lines ,  Inc,,  for  Review 

the  subject  of  proceedings  under  Chapters  10  or  11  of  the 
Bankruptcy  Act  Five  others  discontinued  business  because 
of  operating  losses.  The  Board’s  final  order  of  July  29, 
1949  granted  five  year  certificates  of  convenience  and 
necessity  to  four  of  the  five  applicants  who  still  remained 
in  business  when  the  Board’s  order  was  entered. 

IV. 

The  Division  of  Opinion  in  the  Civil  Aeronautics 

Board. 

26.  The  Civil  Aeronautics  Board  consists  of  five  mem¬ 
bers.  The  Board’s  tentative  order  and  opinion  of  April  29, 
1949  were  concurred  in  by  Chairman  Joseph  J.  O’Connell, 
Jr.,  Member  Oswald  Ryan  and  Member  Russell  B.  Adams. 
Member  Josh  Lee  and  Member  Harold  A.  Jones  dissented 
and  each  of  them  wrote  a  dissenting  opinion.  The  Civil 
Aeronautics  Board  was  put  upon  notice  by  such  dissenting 
opinions  and  also  by  exceptions,  briefs  and  arguments  by 
interveners,  that  actual  operations  by  the  exempt  cargo 
carriers  over  a  period  of  more  than  two  years  had  resulted 
in  substantial  operating  losses  as  to  each  of  the  fourteen 
applicants.  In  the  action  taken  on  July  29,  1949,  the  three 
majority  members  adhered  to  their  original  opinion  and 
the  two  minority  members  adhered  to  their  original  dis¬ 
sents. 

14  V. 

The  Points  upon  which  the  Petitioner 
Intends  to  Rely. 

27.  The  Civil  Aeronautics  Board  does  not  have  power  to 
issue  either  a  permanent  or  temporary  certificate  of  con¬ 
venience  and  necessity  authorizing  air  transportation,  un¬ 
less  the  Board  finds,  as  required  by  Section  401  of  the 
Civil  Aeronautics  Act,  “that  such  transportation  is  re¬ 
quired  by  the  public  convenience  and  necessity.”  In  the 
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absence  of  such  a  finding,  an  application  for  a  certificate 
must  be  denied. 

28.  This  statutory  requirement  has  not  been  observed 
in  this  case.  The  Civil  Aeronautics  Board  did  not  find  af 
any  place  in  the  majority  opinion  of  79  pages,  or  in  its 
order,  or  in  the  certificates  of  convenience  and  necessity  is¬ 
sued  under  date  of  July  29,  1949,  “that  such  transportation 
[the  transportation  described  in  the  applications  of  the 
four  successful  applicants]  is  required  by  the  public  con¬ 
venience  and  necessity.”  Instead  of  making  such  an  ulti¬ 
mate  finding  as  required  by  statute,  the  Board  wrote  an 
opinion  directed  to  the  proposition  that  an  air  freight  ex¬ 
periment  should  be  conducted  and  found  that  public  con¬ 
venience  and  necessity  required  the  issuance  of  five-year 
certificates  for  that  purpose. 

29.  The  Civil  Aeronautics  Board  does  not  have  power 
to  make  a  finding  that  proposed  air  transportation  is 
required  by  public  convenience  and  necessity  without  ob¬ 
serving  and  applying  the  statutory  standard  of  public  con¬ 
venience  and  necessity  set  forth  in  the  Civil  Aeronautics 
Act  and  particularly  in  the  Declaration  of  Policy  contained 
in  Section  2  of  the  Act.  One  of  the  most  important  require¬ 
ments  of  the  Declaration  of  Policy  is  the  preservation  of 

sound  economic  conditions  in  air  transportation. 

15  30.  The  Civil  Aeronautics  Board  has  power  under 

Section  406  of  the  Civil  Aeronautics  Act  to  authorize 
payments  for  the  transportation  of  mail  by  aircraft,  at  rates 
which  exceed  the  fair  and  reasonable  value  of  the  mail  serv¬ 
ice  to  the  Post  Office  Department.  The  statute  authorizes 
such  payments  in  order  to  provide  air  transportation  of  pas¬ 
sengers  or  property  which  would  not  be  economically  sound 
in  the  absence  of  governmental  aid  in  the  form  of  mail 
compensation.1  in  convenience  and  necessity  cases  not 

1  American  Airlines.  Inc..  Mail  Kate  Proceeding ,  3  C.  A.  B.  323,  335, 
and  Pan  American- Grace  Airways — Mail  Kates ,  3  C.  A.  B.  550,  563. 
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involving  mail  compensation,  the  Civil  Aeronautics  Board 
has  no  power  to  issue,  either  a  permanent  or  temporary 
certificate,  authorizing  air  transportation  of  passengers 
or  property,  without  mail,  unless  the  Board  finds  upon  the 
basis  of  substantial  evidence  and  upon  the  basis  of  the 
whole  record  that  the  new^  service  will  “foster  sound  eco¬ 
nomic  conditions”  and  promote  “economical  and  efficient 
service”  in  air  transportation  as  contemplated  by  the 
Declaration  of  Policy  of  the  Civil  Aeronautics  Act.  The 
general  object  of  the  Civil  Aeronautics  Act  to  encourage 
and  develop  civil  aeronautics  cannot  be  accomplished  by 
commercial  failures  and  bankruptcy  proceedings  such  as 
have  been  encountered  by  9  out  of  14  of  the  cargo-only 
carriers. 

31.  The  four  certificates  issued  pursuant  to  the  Board’s 
order  of  July  29,  1949,  authorize  the  transportation  of 
only  property,  not  including  mail.  The  Board  said,  at  page 
36  of  its  opinion,  “We  find  that  the  public  convenience  and 
necessity  do  not  require  that  mail  be  carried  over  any  of 
the  routes  certificated.”  Therefore,  the  statutory  require¬ 
ment  that  the  air  transportation  authorized  by  the  four 
certificates  issued  on  July  29,  1949,  will  “foster  sound  eco¬ 
nomic  conditions”  and  promote  “economical  and  efficient 

service”  must  be  satisfied  without  reliance  upon 
16  financial  aid  from  the  Government  in  the  form  of 

mail  compensation. 

32.  The  tentative  opinion  and  order,  issued  by  the  Board, 
on  April  29,  1949,  provided  for  the  issuance  of  five-year 
certificates  of  convenience  and  necessity  to  The  Flying 
Tiger  Line,  Inc.,  Slick  Airways,  Inc.,  U.  S.  Airlines,  Inc. 
and  Air  News,  Inc.,  without  finding  that  air  transporta¬ 
tion  of  cargo  by  them  or  any  of  them  would  “foster  sound 
economic  conditions"  and  promote  “economical  and  effi¬ 
cient  service”  in  air  transportation.  In  an  effort  to  cor¬ 
rect  this  omission,  the  Board  enlarged  its  tentative  opin- 
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ion  of  April  29,  1949,  by  incorporating  in  its  final  opin¬ 
ion  of  July  29,  1949,  the  first  paragraph  on  page  40.  In 
this  new  paragraph  the  Board  referred  to  the  operating 
losses  incurred  by  the  applicants  in  freight-only  opera¬ 
tions  under  Section  292.5  of  the  Board’s  Economic  Regula¬ 
tions  and  then  said: 

“We  believe,  however,  that  with  ingenious  and  en¬ 
ergetic  application  to  the  proper  realization  of  the 
traffic  potential,  there  is  ample  reason  to  conclude 
that  these  carriers  will  achieve  economic  and  profitable 
operations  prior  to  the  expiration  of  the  temporary 
period  for  which  the  certificates  are  being  awarded.” 

33.  The  quoted  words  do  not  constitute  a  finding  that  the 
air  transportation  authorized  by  the  four  certificates  is¬ 
sued  under  date  of  July  29,  1949,  will  “foster  sound  eco¬ 
nomic  conditions”  and  promote  “economical  and  efficient 
service”  in  air  transportation.  The  entire  statement  is 
qualified  by  a  condition  that  each  of  the  four  applicants 
must  be  “ingenious  and  energetic”  in  developing  traffic.  If 
this  condition  be  fulfilled,  then  the  Board  believes  “there  is 
ample  reason  to  conclude  that  these  carriers  will  achieve 
economic  and  profitable  operations.”  The  Board  did  not 
say,  however,  that  these  “ample  reasons”  outweigh  con¬ 
trary  reasons  disclosed  by  the  record  and  the  Board 
17  did  not  say  that  it  found  or  concluded  or  believed  that 
the  operations  of  the  all-cargo  carriers  will  in  fact  be 
“economic  and  profitable.” 

The  statement  in  question  is  also  defective  because  it 
is  applicable  only  to  an  unknown  future  time.  The  Board 
expressed  the  opinion  that  there  is  ample  reason  to  con¬ 
clude  that  the  all-cargo  carriers  “will  achieve”  economic 
and  profitable  operations  “prior  to  the  expiration  of  the 
temporary  period  for  which  the  certificates  are  being 
awarded.”  This  prediction  would  be  satisfied  if  profitable 
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operations  were  conducted  for  the  first  time  during  the 
month  in  which  the  five-year  certificates  will  terminate. 
The  Board  made  no  finding  that  any  one  of  the  four  suc¬ 
cessful  applicants  has  sufficient  resources  or  existing  financ¬ 
ing  commitments  which  will  enable  it  to  continue  opera¬ 
tions  in  spite  of  operating  losses  during  the  undefined  num¬ 
ber  of  years  which  will  be  required  in  the  Board’s  opinion 
to  achieve  economic  and  profitable  operations.  The  Board 
made  no  finding  that  continued  operating  losses  by  the 
four  successful  applicants  for  a  year  or  more  will  not 
result  in  additional  failures  and  bankruptcies. 

34.  In  view  of  the  fact  that  all  of  the  applicants  for 
air-cargo  certificates  sustained  losses  resulting  in  bank¬ 
ruptcy  proceedings  by  four  of  them  and  suspension  of 
service  by  five  others,  it  was  particularly  important  and 
essential  in  this  case  that  the  Civil  Aeronautics  Board  make 
clear  and  adequate  findings  on  the  issue  of  whether  certifi¬ 
cation  of  air-cargo  carriers  will  in  fact  foster  sound  eco¬ 
nomic  conditions  in  air  transportation.  That  issue,  of  con¬ 
trolling  importance  in  this  case,  was  repeatedly  brought  to 
the  attention  of  the  Board  by  briefs  and  arguments.  The 
Board  was  definitely  obligated  to  make  an  unambiguous 
finding  as  to  whether  cargo-only  operations  by  any  or  all 
of  the  applicants  would  or  would  not  foster  sound  eco¬ 
nomic  conditions  in  air  transportation. 

18  The  Board  failed  to  do  so.  The  Board  evaded  the 
most  important  issue  in  the  case  by  stating  in  its  ten¬ 
tative  opinion  of  April  29,  1949,  at  page  33,  and  in  its  final 
opinion  of  July  29,  1949,  at  page  35,  that  the  “potential” 
cargo  market  “appears  to  be  sufficient”  to  support  eco¬ 
nomic  operations  by  the  carriers  to  be  certificated  and  that 
the  facts  of  record  “lend  credence”  to  the  assertion  of  the 
applicants  that  air  freight  can  be  developed  by  them  with¬ 
out  subsidy  from  the  Government  in  the  form  of  mail  pay. 
The  uncertainty  involved  in  this  guarded  language  was  fur- 
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ther  qualified  when  the  Board  said,  at  page  33  of  its  ten¬ 
tative  opinion  and  at  pages  35  and  36  of  its  final  opinion, 
“If  experience  during  this  development  period  proves  that 
the  estimates  of  potential  traffic  have  been  overly  optimis¬ 
tic  and  that  operations  cannot  be  economically  conducted 
without  mail  pay,  then  one  of  the  basic  reasons  underly¬ 
ing  our  decision  herein  will  have  disappeared.”  The  con¬ 
sequences  of  error  will  not,  however,  be  limited  to  the 
mere  disappearance  of  a  basic  reason  relied  upon  by  the 
Board,  because  the  decision  itself  will  not  disappear,  losses 
to  stockholders  and  creditors  will  not  disappear  and  the 
effects  of  unsound  conditions  in  air  transportation  over 
a  period  of  five  years  will  not  disappear. 

The  inadequacy  of  these  tentative  findings  was  par¬ 
ticularly  brought  to  the  Board’s  attention  during  oral  argu¬ 
ments  relating  to  the  Board’s  tentative  opinion.  The  eva¬ 
sion  of  the  issue  was  continued  in  the  final  opinion  by  the 
expression  of  a  belief  that  if  the  air-cargo  carriers  are 
“ingenious  and  energetic,”  there  is  “ample  reason  to  con¬ 
clude”  that  the  four  certificated  carriers  will  operate  at  a 
profit  at  some  time  before  their  five-year  certificates  come 
to  an  end. 

35.  What  the  Board  has  said  on  the  vital  issue  of  sound 
economic  conditions  in  air  transportation  cannot  rea- 
19  sonably  be  construed  to  be  a  finding  which  satisfies 
the  requirements  of  the  statute.  The  situation  is 
squarely  within  the  decision  of  the  Supreme  Court  in  United 
States  v.  Chicago,  Milwaukee,  St.  Paul  and  Pacific  Railroad 
Company,  294  U.  S.  499.  In  that  case  the  court,  speaking  by 
Mr.  Justice  Cardozo,  referred  to  a  plausible  construction 
of  findings  made  by  the  Interstate  Commerce  Commission 
and  then  said,  at  page  510: 

“The  difficulty  is  that  it  has  not  said  so  with  the 
simplicity  and  clearness  through  which  a  halting  im¬ 
pression  ripens  into  reasonable  certitude.  In  the  end 
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we  are  left  to  spell  out,  to  argue,  to  choose  between 
conflicting  inferences.  Something  more  precise  is 
requisite  in  the  quasi-jurisdictional  findings  of  an  ad¬ 
ministrative  agency.  Beaumont,  S.  L.  &  W.  Ry.  Co.  v. 
United  States,  282  U.  S.  74, 86;  Florida  v.  United  States, 
282  U.  S.  194,  215.  We  must  know  what  a  decision 
means  before  the  duty  becomes  ours  to  say  whether 
it  is  right  or  wrong.” 

36.  If  the  Board’s  statement  as  to  the  possibility  of 
“economic  and  profitable  operations”  were  construed  to 
constitute  a  finding  that  the  service  authorized  by  the  four 
certificates  issued  in  this  case  will  in  fact  “foster  sound 
economic  conditions”  and  promote  “economical  and  effi¬ 
cient  service”  in  air  transportation,  then  the  finding  would 
be  contrary  to  law  because  of  lack  of  evidentiary  findings 
to  support  it  and  because  it  would  not  be  based  upon  a 
consideration  of  the  whole  record.  A  finding  as  to  whether 
proposed  air  transportation  will  or  will  not  foster  sound 
economic  conditions  in  air  transportation  cannot  possibly 
be  made  by  the  Civil  Aeronautics  Board  without  receiv¬ 
ing  and  considering  evidence  of  anticipated  revenues  and 
expenses.  In  one  of  its  early  decisions  the  Board  said, 
“One  of  the  factors  directly  related  to  the  interests  of 
the  public  and  to  the  economic  welfare  of  the  industry  is 
the  relationship  between  the  estimated  commercial 
20  revenues  and  operating  costs  of  the  proposed  serv¬ 
ice.”1  This  important  factor  was  ignored  in  the 
case  before  this  Court.  The  record  contains  no  findings 
showing  “estimated  commercial  revenues  and  operating 
costs  of  the  proposed  service.” 

(a)  Contrary  to  well-settled  practice  in  conven¬ 
ience  and  necessity  cases,  the  Board,  in  this  case,  did 

2  Northwest  Airlines,  Inc.- Duluth- Twin  Cities  Operation,  1  C.  A.  B. 
573,  579. 
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not  base  its  decision  upon  estimates  or  forecasts  of 
revenues  to  be  received  and  expenses  to  be  incurred 
in  the  operations  proposed  by  the  applicants.  Instead 
of  relying  upon  an  estimated  volume  of  freight  to  be 
carried  by  each  applicant,  the  Board  relied  upon 
estimates  of  potential  freight  traffic  which  exists 
throughout  the  United  States.  The  Board,  through¬ 
out  its  opinion,  dealt  with  “potential”  freight  which 
means  according  to  dictionary  definitions  “possible  as 
opposed  to  actual”  freight.  The  Board  found  (Opin¬ 
ion,  p.  22)  that,  “there  is  an  existing  potential  do¬ 
mestic  traffic  for  air  freight  of  not  less  than  one 
billion  ton-miles  annually.”  The  Board  made  no  find¬ 
ing  as  to  estimated  freight  traffic  to  be  carried  in 
fact  by  all  or  any  of  the  four  applicants  to  whom 
certificates  were  issued.  Instead  of  making  such  a 
finding  the  Board  said,  “The  realization  of  that  po¬ 
tential  [one  billion  ton-miles]  and  its  translation  into 
actual  air  freight  traffic  is,  of  course,  subject  to  many 
variables  such  as  economic  factors,  individual  effort, 
competitive  action,  etc.”  The  existence  of  such  vari¬ 
ables  does  not  justify  the  omission  of  a  finding.  In 
numerous  convenience  and  necessity  cases,  which  in¬ 
volved  proposed  air  transportation,  the  Board  was 
confronted  with  the  necessity  of  dealing  with  the 
same  variables  but  nevertheless  made  findings  as  to 
actual  traffic  rather  than  potential  traffic. 

(b)  The  Board  made  no  finding  as  to  estimated 
expenses  to  be  incurred  per  ton-mile  or  on  any  other 
basis  in  the  transportation  of  any  given  quantity  of 
air  freight  by  the  applicants  to  whom  certificates 
were  issued. 

(c)  The  Board  made  no  finding  that  its  es¬ 
timated  potential  of  one  billion  ton-miles  of 
domestic  air  freight  annually  exists  at  rate 
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levels  high  enough  to  pay  the  cost  of  transporting 
such  an  amount  of  freight  by  aircraft. 

(d)  The  Board  made  no  finding  as  to  how  the  vol¬ 
ume  of  potential  freight  which  becomes  actual  freight 
in  the  future  will  be  divided  between  the  permanently 
certificated  carriers  of  passengers,  mail  and  prop¬ 
erty  and  the  cargo-only  carriers  and  made  no  finding 
as  to  how  freight  actually  carried  in  the  future  by 
the  cargo-only  operators  will  be  divided  among  the 
four  carriers  who  have  been  granted  certificates. 

37.  The  Board  made  no  finding  as  to  how  the  large 
operating  losses  incurred  in  the  past  in  cargo-only  oper¬ 
ations  are  to  be  converted  into  profits  in  the  future.  There 
is  no  evidence  in  the  record  to  support  a  finding  that 
operations  conducted  pursuant  to  cargo  certificates,  im¬ 
posing  service  obligations,  will  produce  any  better  finan¬ 
cial  results  than  cargo  operations  conducted  pursuant  to 
an  exemption  order,  imposing  no  service  obligations.  The 
Board  was  obligated  under  the  Administrative  Procedure 
Act  to  base  its  decision  upon  a  consideration  of  the  whole 
record.  The  Board  was  particularly  obligated  when  it 
issued  its  opinion  to  give  adequate  consideration  to  the 
undisputed  fact  that  from  June  10,  1947,  the  effective 
date  of  Section  292.5  to  July  29,  1949,  the  date  of  the 
Board’s  opinion,  a  period  of  more  than  two  years,  the  14 
applicants  had  sustained  large  operating  losses  resulting 
in  nine  commercial  failures  followed  by  suspensions  of 
service.  The  Board  had  no  power  to  issue  certificates  of 
convenience  and  necessity  to  cargo-only  carriers,  without 
making  evidentiary  findings,  supported  by  substantial 
evidence,  that  the  all  cargo  operations  which  failed  under 
the  Board’s  exemption  order  will  succeed  under  the 
Board’s  certificates.  The  Board  considered  this  question 
at  pages  9  and  10  of  its  opinion,  but  failed  to  make 
22  the  necessary  findings  supported  by  substantial 
evidence. 
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(a)  The  Board  said  at  page  10  of  its  opinion  that, 
“The  efforts  of  the  property-only  carriers  have  been 
directed  to  holding  their  own  in  the  air  freight  mar¬ 
ket  pending  a  decision  in  this  case/’  To  support  this 
statement,  the  Board  referred  to  a  tabulation  show¬ 
ing  ton  miles  of  freight  carried  by  certificated  and 
non-certificated  carriers  in  1947  and  1948.  These  fig¬ 
ures  show  results  rather  than  efforts.  The  quoted 
statement  of  the  Board  is  not  supported  by  substan¬ 
tial  evidence. 

(b)  The  Board  further  said,  at  page  10  of  its 
opinion : 

“Since  the  authority  granted  to  the  applicants 
by  Section  292.5  terminates  60  days  after  final 
decision  in  this  case,  we  find  it  difficult  to  criti¬ 
cize  the  applicants  for  adopting  an  interim  pol¬ 
icy  of  conservation  of  capital,  which  necessarily 
meant  an  absence  of  appreciable  effort  to  develop 
additional  traffic,  particularly  to  so-called  de¬ 
mand  points.” 

The  record  does  not  contain  substantial  evidence  to 
support  the  statement  that  the  applicants  adopted 
“an  interim  policy  of  conservation  of  capital.”  The 
record  proves  the  contrary.  Instead  of  conserving 
capital,  the  applicants  dissipated  their  capital  funds 
by  developing  a  large  volume  of  air  freight  at  rates 
which  were  not  high  enough  to  pay  operating  costs. 
The  record  does  not  contain  substantial  evidence  to 
support  the  Board’s  statement  that  there  was  “an 
absence  of  appreciable  effort”  by  the  applicants  to 
develop  additional  traffic.  The  applicants  had  been 
put  upon  notice  that  the  Board  regarded  their  com¬ 
mon  carrier  operations  under  Section  292.5  “as  a  test 
of  w’hether  a  specialized  air  freight  industry  can  be 
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developed  on  the  basis  of  its  own  economic  ability 
to  exist.”3  The  record  establishes  that  the  ap- 
23  plicants  developed  air  freight  during  the  test 

period  to  the  best  of  their  abilities  and  even 
went  so  far  as  to  charge  losing  rates  in  order  to 
attain  large  volume. 

(c)  The  conclusion  of  the  Board  on  this  subject 
is  expressed  at  page  10  of  its  opinion: 

“On  the  basis  of  such  considerations,  -we  must 
reject  the  argument  that  the  applicants  have  had 
full  opportunity  to  prove  their  case  in  operations 
conducted  pursuant  to  Section  292.5  of  the  Eco¬ 
nomic  Regulations.” 

The  Civil  Aeronautics  Act  does  not  contemplate 
that  an  applicant  for  a  certificate  of  convenience  and 
necessity  shall  have  an  opportunity  to  prove  his  case 
by  actual  operations  conducted  prior  to  the  granting 
or  refusal  of  a  certificate.  The  burden  of  proving 
convenience  and  necessity  rests  upon  the  applicant. 
In  the  usual  convenience  and  necessity  case,  an  ap¬ 
plicant  must  establish  convenience  and  necessity  first 
and  conduct  operations  thereafter.  In  this  case,  the 
applicants  were  favored  with  an  exemption  order 
which  permitted  them,  for  a  period  of  more  than  two 
years,  to  conduct  the  same  operations  for  which  they 
sought  certificates.  The  applicants  thus  received  un¬ 
usual  assistance  and  were  afforded  a  greater  oppor¬ 
tunity  to  prove  their  case  than  any  other  applicants 
who  have  ever  sought  certificates  from  the  Civil  Aer¬ 
onautics  Board. 

(d)  The  pertinent  inquiry,  however,  is  not  whether 
the  applicants  had  a  “full  opportunity”  to  prove  their 

3  Air  Freight  Rate  Investigation,  9  C.  A.  B.  340,  decided  April  21, 
394 8. 
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case,  but  whether  the  applicants  in  fact  proved  their 
case.  For  more  than  two  years,  the  applicants  were 
free  to  engage  in  air  transportation  of  cargo  and  to 
concentrate  on  long  hauls  of  volume  shipments  be¬ 
tween  large  cities.  The  result  of  the  two  year  exper¬ 
iment  was  a  succession  of  commercial  failures.  This 
evidence  of  actual  results,  not  available  in  the  usual 
convenience  and  necessity  case,  was  highly  impor¬ 
tant.  The  Board  reopened  the  record  and  held  a  sec¬ 
ond  hearing  in  order  that  proof  of  operating  results 
under  the  exemption  order  might  be  received 
24  in  evidence.  The  evidence  unquestionably  showed 

that  the  experimental  air  cargo  operations  un¬ 
der  the  exemption  order  produced  unsound  economic 
conditions  in  air  transportation.  The  Board  did  not 
find  in  its  final  opinion,  upon  the  basis  of  substantial 
evidence,  that  a  continuation  of  the  all  cargo  exper¬ 
iment  under  temporary  certificates  instead  of  an 
exemption  order  will  foster  sound  economic  condi¬ 
tions  in  air  transportation. 

38.  The  opinion  of  the  Board  shows  that  the  four  cer¬ 
tificates  of  convenience  and  necessity  for  cargo-only  op¬ 
erations  were  not  issued  because  the  Board  believed  or 
found  the  applicants  had  proved,  as  required  by  Section 
401  of  the  Civil  Aeronautics  Act,  “that  such  transporta¬ 
tion  is  required  by  the  public  convenience  and  necessity,” 
but  were  issued  to  conduct  an  experiment.  The  object  of 
the  experiment  is  to  find  out  whether  all  cargo  operations 
by  the  four  successful  applicants  are  required  by  public 
convenience  and  necessity.  Throughout  its  opinion  the 
Board  used  expressions  disclosing  its  intent  to  experi¬ 
ment.4  At  page  38  of  its  opinion,  the  Board  referred  to 

4  See  Opinion,  page  35,  “to  test  the  possibilities  of  reaching  this  goal"; 
page  38,  “part  of  a  development  or  test  period  which  will  supply  evidence”; 
page  38,  “a  fair  trial  period”;  page  43,  “benefits  of  the  experiment”;  page 
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the  five  year  period  of  the  four  certificates  as  a  “test 
period"  and  “a  fair  trial  period’'  and  then  said: 

“At  the  end  of  that  time  the  Board  will  be  in  a 
position  to  make  a  sound  appraisal  of  the  economic- 
potentialities  of  the  operations.’’ 

The  statute,  however,  requires  that  a  sound  appraisal  be 
made  before  a  certificate  is  issued  and  not  five  years  after 
a  certificate  is  issued.  The  Civil  Aeronautics  Act  does 
not  contain  any  provision  authorizing  the  Civil  Aeronau¬ 
tics  Board  to  issue  certificates  of  convenience  and  neces¬ 
sity  in  order  to  conduct  experiments.  Section  401  of  the 
Act  uses  the  present  tense.  An  applicant  for  a 
25  certificate  must  prove  that  proposed  air  transpor¬ 
tation  “is”  required  by  public  convenience  and 
necessity.  The  Act  does  not  say  expressly,  or  by  implica¬ 
tion,  that  the  Board  is  authorized  to  issue  either  a  tem¬ 
porary  or  a  permanent  certificate  for  the  purpose  of 
finding  out  whether  proposed  transportation  is  required 
by  public  convenience  and  necessity. 

39.  The  action  of  the  Board  in  issuing  certificates  of 
convenience  and  necessity  to  conduct  an  experiment  nec¬ 
essarily  assumes  that  experimental  power  exists  and  may 
legally  be  exercised  bv  the  Board  irrespective  of  the  re¬ 
sult  of  the  experiment.  The  result  may  be  losses  to  secu¬ 
rity  holders  and  creditors  of  the  all  cargo  operators  and 
unsound  economic  conditions  in  the  air  transport  indus¬ 
try.  The  finding  of  the  Board  that  an  experiment  for  five 
years  is  necessary  involves  a  concession  that  unsound 
economic  conditions  in  air  transportation  may  be  the 
result  of  the  experiment.  If  the  majority  members  of  the 
Board  were  presently  convinced  that  cargo-only  opera- 

43.  “experiment  in  proj**rty  only  .service”;  pa^e  4(>,  “the  experiment’’ ;  pa"e 
•  “to  nioasiite  tin*  feasibility  of  sueh  a  s|»ceiali/.e«l  serviee”  ami  page  <»5, 
“the  air  freight  experiment”. 
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tions  will  produce  sound  economic  results,  they  would 
say  so,  instead  of  saying  that  an  experiment  is  necessary. 

40.  The  Board  erred  in  construing  the  Civil  Aeronau¬ 
tics  Act  to  mean  that  the  issuance  of  certificates  for  the 
purpose  of  conducting  an  experiment  was  w’ithin  the 
Board’s  power  because  the  certificates  issued  were  tem¬ 
porary  certificates.  A  temporary  certificate  of  convenience 
and  necessity  cannot  be  issued  without  a  finding  supported 
by  substantial  evidence  that  proposed  air  transportation 
is  required  by  public  convenience  and  necessity  during 
the  temporary  period.  Section  401(d)(2)  of  the  Civil 
Aeronautics  Act  relating  to  temporary  certificates  pro¬ 
vides  that  the  Board  may  issue  a  certificate  authorizing 
air  transportation  “for  such  limited  periods  as  may  be 
required  by  the  public  convenience  and  necessity.”  The 
Board  exceeded  its  statutory  power  in  issuing  four  tem¬ 
porary  certificates  of  convenience  and  necessity  in 

26  this  case  because  the  Board  did  not  find,  on  the 
basis  of  substantial  evidence,  that  the  proposed  air 
transportation  -was  required  by  public  convenience  and 
necessity  during  the  temporary  period.  The  Act  does  not 
confer  upon  the  Board  power  to  issue  a  temporary  cer¬ 
tificate  for  the  purpose  of  gaining  experience  to  determine 
at  the  end  of  the  temporary  period  whether  the  air 
transportation  involved  is  required  by  public  convenience 
and  necessity. 

41.  The  Board  erred  in  stating,  at  page  23  of  its  opin¬ 
ion,  that  certification  of  four  all  cargo  carriers  will  not 
divert  traffic  from  existing  carriers  operating  over  the 
same  routes  with  planes  presently  using  only  a  minor 
part  of  their  total  cargo  capacity  (see  Opinion,  page  24). 
Diversion  is  not  limited  to  a  taking  away  of  existing 
traffic.  The  creation  of  a  vast  amount  of  additional  cargo 
competition  by  four  new*  carriers  will  not  only  take  away 
old  business,  but  will  prevent  the  acquisition  of  new  busi- 
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ness  by  existing  carriers.  In  applying  the  statutory 
standard  of  convenience  and  necessity  in  a  certificate 
case,  the  Board  must  consider  injury  which  a  proposed 
new  service  will  inflict  on  operating  carriers  by  prevent¬ 
ing  the  acquisition  of  new  traffic  as  well  as  by  causing  a 
loss  of  existing  traffic.  A  contrary  interpretation  of  the 
statute  would  retard  development  of  air  transportation. 
Existing  carriers  will  not  be  safe  in  making  expenditures 
for  the  future  accommodation  of  an  expanding  industry 
if  convenience  and  necessity  is  construed  to  mean  that 
gains  in  traffic,  prevented  by  new  competitors,  do  not 
constitute  diversion. 

42.  A  number  of  the  applicants,  including  The  Flying 
Tiger  Line,  Inc.,  Slick  Airways,  Inc.  and  U.  S.  Airlines, 
Inc.,  requested  the  Board  to  issue  certificates  of  conven¬ 
ience  and  necessity  describing  geographical  areas  instead 
of  particular  cities  between  which  service  may  be  ren¬ 
dered.  The  Civil  Aeronautics  Act,  however,  provides  in 
Section  401(f)  that  each  certificate  “shall  specify 
27  the  terminal  points  and  intermediate  points,  if 
any,  between  which  the  air  carrier  is  authorized  to 
engage  in  air  transportation.”  The  Civil  Aeronautics 
Board  has  no  power  to  issue  area  certificates.  The  Ex¬ 
aminer  so  held  in  his  report,  but  the  Board  said,  at  page 
74  of  its  opinion,  that  it  was  not  deciding  whether  it  had 
authority  to  issue  area  certificates.  The  Board,  however, 
adopted  a  form  of  certificate  which  is  designed  to  attain 
the  same  result  as  area  certification.  The  certificate  is¬ 
sued  to  The  Flying  Tiger  Line,  Inc.  authorizes  air  trans¬ 
portation  of  property  “between  any  point  or  points  spec¬ 
ified  in  any  of  the  following  paragraphs  numbered  1 
through  8  and  any  point  or  points  specified  in  any  other, 
of  said  paragraphs.”  This  provision  is  followed  by  eight 
numbered  paragraphs  which  enumerate  two  terminal 
points  and  forty-one  intermediate  points.  The  quoted 
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language  indicates  that  the  carrier  may  select  the  cities 
to  receive  service.  The  Statute  requires  that  the  Board 
select  the  cities  to  be  served.  Under  Section  404  of  the 
Act  the  Board  has  power  to  compel  adequate  service  as 
authorized  by  a  certificate,  but  relief  under  that  section 
would  not  be  effective  if  air  carriers  rather  than  the 
Board  had  the  power  to  determine  the  cities  to  receive 
service. 

The  certificate  issued  to  The  Flying  Tiger  Line,  Inc. 
also  contains  a  provision  that  the  carrier  “shall  render 
service  to  and  from  each  of  the  points  named  herein”  ex¬ 
cept  to  the  extent  that  temporary  suspensions  of  service 
may  be  authorized  by  the  Board.  The  granting  of  author¬ 
ity  to  conduct  air  transportation  between  any  point  in 
any  of  the  eight  paragraphs  in  the  certificate  and  any 
point  in  any  other  paragraph,  appears  to  be  inconsistent 
with  the  subsequent  mandatory  provision  that  the  car¬ 
rier  shall  render  service  to  and  from  each  of  the  points 
named  in  all  eight  paragraphs.  The  certificate  is  silent 
as  to  the  frequency  of  service.  The  Board  said  in  Pioneer 
Airlines ,  Inc . — Amendment ,  7  C.  A.  B.  469,  that 
28  “The  Board  believes  that  as  a  general  rule  ade¬ 
quate  service  requires  at  least  two  daily  round 
trips  over  each  segment  of  a  route.” 

The  Board  apparently  does  not  intend  that  this  rule 
shall  be  applicable  to  the  four  new  cargo  certificates.  At 
page  42  of  its  final  opinion  the  Board  said  that  the  ap¬ 
plicants  “  *  *  *  must  meet  such  standards  of  adequacy 
of  service  as  may  be  found  to  be  reasonable  and  neces¬ 
sary  for  the  kind  of  air  transportation  herein  involved.” 

The  statements  in  this  paragraph  42  relating  to  the 
certificate  issued  to  The  Flying  Tiger  Line,  Inc.  are  also 
applicable  to  the  certificates  issued  to  Slick  Airways, 
Inc.  and  U.  S.  Airlines,  Inc. 

43.  The  Board  erred  in  construing  the  Civil  Aeronau- 
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tics  Act  to  mean  that  certificates  of  convenience  and  ne¬ 
cessity  may  be  issued  on  the  basis  of  area-to-area 
requirements  for  service  instead  of  point-to-point  re¬ 
quirements  for  service. 

44.  The  Board’s  finding,  at  page  22  of  its  opinion,  that 
“there  is  an  existing  potential  domestic  traffic  for  air 
freight  of  not  less  than  one  billion  ton-miles  annually'’ 
is  not  supported  by  substantial  evidence  and  is  not  based 
upon  a  consideration  of  the  whole  record.  This  finding  is 
further  defective  in  that  the  Board  made  no  allocation 
of  the  alleged  potential  between  the  various  areas  and 
points  named  in  the  four  certificates  issued  under  date 
of  July  29,  1949. 

45.  The  Board  found,  as  a  fact,  at  pages  61  and  67  of 
its  opinion,  that  Airnews,  Inc.,  The  Flying  Tiger  Line, 
Inc.  and  Slick  Airways,  Inc.  were  fit,  willing  and  able  to 
perform  the  transportation  authorized  by  their  certifi¬ 
cates,  but  the  Board  failed  to  make  a  similar  finding  of 
fact  as  to  U.  S.  Airlines,  Inc. 

The  Board  found  as  a  fact,  at  page  61  of  its 
29  opinion,  that  Airnews  “has  presented  a  satisfac¬ 
tory  plan  of  operation  and  is  adequately  financed”, 
but  the  Board  failed  to  make  a  similar  finding  as  to  The 
Flying  Tiger  Line,  Inc.,  Slick  Airways,  Inc.  and  U.  S. 
Airlines,  Inc.  Appendix  A  attached  to  the  Board’s  opin¬ 
ion  shows  that  Slick  Airways,  Inc.  will  require  between 
$3,000,000  and  $5,000,000  of  additional  capital  to  finance 
its  operations  but  the  Appendix  does  not  show  the  addi¬ 
tional  capital  requirements  of  The  Flying  Tiger  Line, 
Inc.  or  U.  S.  Airlines,  Inc.  The  Board  erred  in  issuing 
certificates  of  convenience  and  necessity  without  finding 
on  the  basis  of  substantial  evidence  that  each  applicant 
possessed  (1)  a  proper  organizational  basis,  (2)  a  plan 
for  the  conduct  of  its  service  by  competent  personnel  and 
(3)  adequate  financial  resources.  These  three  tests  to 
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determine  whether  an  applicant  is  fit,  willing  and  able 
within  the  meaning  of  Section  401(d)  of  the  Act  have 
been  established  by  the  Board  in  other  cases  and  were 
referred  to  by  this  Court  in  Braniff  Airways ,  Inc .  v. 
Civil  Aeronautics  Board ,  79  App.  D.  C.  341,  147  F.  2d 
152.  In  Northwest  Airlines ,  Inc.,  et  al. — Pacific  Case , 
7  C.  A.  B.  209,  decided  June  20,  1946,  the  Board  said 
that  consideration  must  be  given  to  these  tests  in  deter¬ 
mining  whether  an  applicant  is  fit,  willing  and  able. 

The  Board’s  findings  of  fact  at  pages  61  and  67  of  its 
opinion  that  Airaews,  Inc.,  The  Flying  Tiger  Line,  Inc. 
and  Slick  Airways,  Inc.  are  fit,  willing  and  able  to  per¬ 
form  the  services  authorized  by  their  certificates  are  not 
supported  by  substantial  evidence  and  are  not  based  upon 
the  whole  record.  The  Board’s  conclusion  of  law  at  page 
79  of  its  opinion  that  all  four  applicants  are  fit,  whiling 
and  able  to  perform  the  transportation  authorized  by 
their  certificates  is  not  supported  by  substantial  evidence 
and  is  not  based  upon  the  whole  record. 

46.  The  Board’s  order  of  July  29,  1949  is  not  based 
upon  a  consideration  of  the  whole  record  and  is 

30  not  supported  by  and  in  accordance  with  the  reli¬ 
able,  probative  and  substantial  evidence  embraced 
in  the  record,  contrary  to  Section  7(c)  of  the  Adminis¬ 
trative  Procedure  Act,  5  IT.  S.  C.  1006.  The  Board  erred 
in  basing  its  order  on  matters  outside  the  record  and  in 
failing  to  observe  the  provisions  of  Section  7(d)  of  the 
Administrative  Procedure  Act  that  the  transcript  of 
testimony  and  exhibits,  together  with  all  papers  and  re¬ 
quests  filed  in  a  proceeding,  shall  constitute  the  exclusive 
record  for  decision. 

47.  The  Board  erred  in  failing  to  make  findings  of  fact 
establishing  the  basis  and  reason  of  its  order  and  deci¬ 
sion  as  required  by  Section  8(b)  of  the  Administrative 
Procedure  Act  and  1005(f)  of  the  Civil  Aeronautics  Act. 
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48.  The  opinion,  order  and  certificate  of  July  29,  1949 
are  arbitrary,  capricious  and  contrary  to  law.  The  Board 
did  not  make  evidentiary  findings  which  logically  sup¬ 
ports  its  ultimate  conclusion  on  the  issue  of  the  public 
convenience  and  necessity  or  the  action  taken  by  its  or¬ 
der.  The  Board’s  opinion  contains  evidentiary  findings 
which  are  inconsistent  with  themselves  and  with  the 
Board’s  ultimate  conclusion  and  the  action  taken  in  the 
Board’s  order.  The  Board’s  opinion  and  order  contain 
ambiguities  requiring  construction  to  ascertain  what  the 
decision  means.  The  Board  granted  certificates  authoriz¬ 
ing  service  not  applied  for.  The  Board  failed  to  make 
findings  upon  various  points  and  issues  which  were  pre¬ 
sented  to  the  Board  for  decision  by  the  petitioner  and  by 
other  interveners. 

VL 

Prayer  for  Relief. 

Wherefore,  the  petitioner,  United  Am  Lines,  Inc.,  prays 
(1)  that  the  order  of  the  Civil  Aeronautics  Board,  dated 
July  29,  1949  and  served  August  2,  1949,  be  reviewed  by 
this  Court,  (2)  that  a  copy  of  this  petition  be 
31  transmitted  to  the  Civil  Aeronautics  Board  and 
that  it  be  required,  in  accordance  with  Section  1006 
of  the  Civil  Aeronautics  Act,  of  1938  to  certify  and  file 
in  this  Court  a  transcript  of  the  record  upon  which  the 
order  of  July  29,  1949  was  entered,  (3)  that  upon  such 
review’,  the  order  of  the  Civil  Aeronautics  Board,  dated 
July  29,  1949,  be  set  aside,  and  (4)  that  the  Court  grant 
to  the  petitioner  such  other  and  further  relief  as  the 
Court  may  deem  proper. 
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Respectfully  submitted, 

Paul  M.  Godehn, 

John  T.  Lorch, 

Floyd  M.  Rett, 

231  South  LaSalle  Street, 
Chicago  4,  Illinois. 

James  Francis  Reilly, 

1625  K  Street,  N.  W., 
Washington  6,  D.  C., 

Attorneys  for  United 
Airlines ,  Inc. 

Mayer,  Meyer,  Austrian  &  Platt, 

231  South  LaSalle  Street, 

Chicago  4,  Illinois, 

Of  Counsel. 

Dated  September  21,  1949. 
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Foe  the  District  of  Columbia  Circuit 
No.  10,439 


Braniff  Airways,  Inc., 

— v. — 

Civil  Aeronautics  Board, 


Petitioner , 


Respondent . 


Petition  of  Braniff  Airways,  Inc.,  for  Review  of  an 
Order  of  the  Civil  Aeronautics  Board,  Serial 
No.  E-3085  (Air  Freight  Case) 

To  the  Honorable  Judges  of  the  United  States  Court  of 

Appeals  for  the  District  of  Columbia  Circuit: 

Braniff  Airways,  Inc.,  presents  this  Petition  for  Judicial 
Review  of  an  Order  entered  by  the  Civil  Aeronautics  Board 
and  in  support  thereof  respectfully  represents  as  follows : 

I 

The  Nature  of  the  Proceeding 

Braniff  Airways,  Inc.  (hereinafter  referred  to  as  “Bran¬ 
iff”)  seeks  review  of  an  Order  of  the  Civil  Aeronautics 
Board  (hereinafter  referred  to  as  the  “Board”)  issued  in 
a  certain  proceeding  entitled  “Air  Freight  Case”  Docket 
Nos.  810  et  al.  and  730  et  al.  adopted  on  July  29,  1949,  pur¬ 
suant  to  which  Order  certificates  of  public  convenience  and 
necessity  have  been  issued  by  the  Board  to  four  applicants 
authorizing  them  to  engage  in  air  transportation  of 
2  property  only,  between  points  and  areas  throughout 
the  Continental  United  States,  all  of  which  applica¬ 
tions  were  heard  and  decided  upon  a  common  record.  Peti¬ 
tioner  was  granted  leave  to  intervene  in  said  proceeding 
and  actively  participated  therein. 
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n 

The  Facts  and  Statutes  upon  Which 
Jurisdiction  Is  Based 

1.  Petitioner  is  a  corporation  organized  under  the  laws 
of  the  State  of  Oklahoma,  having  its  principal  place  of 
business  at  Dallas,  Texas,  and  is  engaged  in  air  transporta¬ 
tion  of  persons,  property  and  mail  between  points  in  the 
United  States  and  between  points  in  the  United  States  and 
points  in  foreign  countries,  pursuant  to  certificates  of  pub¬ 
lic  convenience  and  necessity  duly  issued  by  the  Board 
authorizing  it  to  engage  in  such  air  transportation.  Peti¬ 
tioner’s  domestic  routes  extend  generally  from  Chicago, 
Ill.,  on  the  north,  to  Brownsville,  Tex.,  on  the  south,  via 
various  intermediate  points,  including  Kansas  City,  Mo., 
Wichita,  Kan.,  Oklahoma  City,  Okla.,  Fort  Worth,  Dallas, 
Houston  and  San  Antonio,  Tex.,  and  from  Denver,  Colo., 
on  the  west,  to  Memphis,  Tenn.,  on  the  east,  via  various 
intermediate  points,  including  Amarillo,  Wichita  Falls, 
Fort  Worth  and  Dallas,  Tex.,  Oklahoma  City  and  Tulsa, 
Okla.,  and  Little  Rock,  Ark.  An  exact  description  of  Peti¬ 
tioner’s  domestic  routes,  as  set  forth  in  the  certificate  of 
public  convenience  and  necessity  held  by  Petitioner,  is  set 
forth  in  Appendix  44 A”  attached  hereto  and  made  a  part 
hereof. 

2.  Respondent,  Civil  Aeronautics  Board,  is  a  duly  con¬ 
stituted  authority  acting  under  and  by  virtue  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  49  U.  S.  C.  401  (here¬ 
inafter  referred  to  as  the  “Act”),  and  this  Petition  for  Re¬ 
view  is  filed  pursuant  to  Section  1006  of  the  Act,  49  U.  S.  C. 
646,  and  pursuant  to  Section  10  of  the  Administrative  Pro¬ 
cedure  Act,  5  U.  S.  C.  1001  et  seq . 

3.  Section  401  of  the  Act,  49  U.  S.  C.  481,  provides  that 
the  Board  shall  issue  certificates  of  public  convenience  and 

necessity,  if  the  transportation  covered  by  the  ap- 
3  plication  is  required  by  the  public  convenience  and 
necessity,  and  if  the  applicant  is  fit,  willing  and  able 
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to  perform  such  transportation  properly  and  to  conform  to 
the  provisions  of  the  Act  and  the  rules  and  regulations  of 
the  Board. 

4.  In  Docket  No.  810  et  al.  various  applications  for  certi¬ 
ficates  of  public  convenience  and  necessity  authorizing  air 
transportation  of  property  only,  or  property  and  mail,  be¬ 
tween  points  and  areas  throughout  the  United  States  were 
filed  and  heard  by  the  Board.  In  Docket  No.  730  et  al.  two 
additional  applications  for  such  certificates  were  filed  and 
heard  by  the  Board.  All  of  these  applications  were  con¬ 
solidated  by  the  Board  for  decision.  Leave  to  intervene  in 
one  or  both  of  these  cases  was  granted  to  Petitioner  and  to 
practically  every  air  carrier  presently  operating  pursuant 
to  certificates  of  public  convenience  and  necessity  issued  by 
the  Board. 

5.  After  hearings  on  the  applications  had  been  held,  the 
Board  on  May  5,  1947,  promulgated  a  regulation  originally 
designated  as  Section  292.5  of  the  Board’s  Economic  Regu¬ 
lations  and  recently  redesignated  as  Section  295,  a  copy  of 
which  appears  at  14  Fed.  Reg.  4351,  4352  (1949).  Said 
regulation  is  hereinafter  referred  to  as  “Section  292.5” 
which  is  the  designation  used  by  the  Board  in  its  opinion 
deciding  the  Air  Freight  Case.  Section  292.5  exempted  the 
applicants  from  the  requirement  of  Section  401  of  the  Act 
as  to  the  necessity  of  possessing  certificates  of  public  con¬ 
venience  and  necessity  and  permitted  most  of  the  appli¬ 
cants  to  engage  in  the  carriage  of  transportation  of  prop¬ 
erty  only  by  air  as  common  carriers  on  a  temporary  basis 
and  under  certain  conditions,  pending  decision  by  the  Board 
on  their  applications  for  certificates  of  public  convenience 
and  necessity. 

6.  The  order  complained  of  authorized  the  issuance  of 
temporary  certificates  of  public  convenience  and  necessity 
to  two  applicants,  which  would  be  competitive  with  Peti¬ 
tioner.  These  applicants  are  Slick  Airways,  Inc.,  herein- 
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after  called  Slick,  and  Airnews,  Inc.  Slick  had  been  for 
some  time  operating  under  the  provisions  of  Section  292.5, 
but  Airnews  has  not  so  operated.  The  certificate 
4  issued  to  Slick  would  permit  operations  between  the 
following  points  competitive  with  petitioner:  Be¬ 
tween  Brownsville,  Corpus  Christi,  Fort  Worth,  Dallas, 
Houston,  Laredo  and  San  Antonio,  Texas,  on  the  one  hand, 
and  Kansas  City,  Missouri,  and  Chicago,  Illinois,  on  the 
other,  and  between  Kansas  City  and  Chicago.  The  certifi¬ 
cate  issued  to  Airnews  would  authorize  operations  com¬ 
petitive  with  petitioner  between  the  following  points:  Be¬ 
tween  San  Antonio,  Texas,  on  the  one  hand,  and  Corpus 
Christi  and  Brownsville,  Texas,  on  the  other. 

7.  The  effect  of  the  foregoing  authorizations  will  be  to 
permit  Slick  and  Airnews  to  divert  freight  traffic  from 
Braniff  and  to  impair  and  reduce  the  possibility  of  Braniff 
developing  a  sound  and  economic  system  of  transportation 
of  property  by  air.  Accordingly,  Petitioner  has  a  substan¬ 
tial  interest  in  the  order  complained  of  and  has  the  right  to 
file  this  Petition  for  Review. 

m 

Points  on  Which  Petitioner  Intends  to  Rely 

In  this  appeal,  petitioner  intends  to  rely  upon  the  follow¬ 
ing  points,  among  others : 

(a)  The  record  contains  no  substantial  evidence  and  the 
report  lacks  adequate  findings  to  justify  the  issuance  of 
the  certificate  to  Slick  and  other  carriers,  particularly  be¬ 
tween  Chicago  and  Kansas  City,  between  Kansas  City  and 
Texas  points,  and  between  Chicago  and  Texas  points. 

(b)  The  Board  erred  in  failing  to  give  proper  consider¬ 
ation  or  make  adequate  findings  based  upon  substantial 
evidence  as  to  the  cargo  service  of  Braniff  and  other  car¬ 
riers  between  the  above-named  points  and  the  effect  of  the 
proposed  authorization  upon  Braniff  and  the  other  carriers. 
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(c)  The  certificate  issued  to  Slick  and  other  carriers 
fails  to  conform  with  the  requirements  of  the  statute,  par¬ 
ticularly  Section  401  (f),  in  that  it  fails  to  authorize  specific 
routes  and  “the  service  to  be  rendered.” 

5  (d)  The  certificate  issued  to  Slick  and  other  car¬ 

riers  is  in  effect  an  area  certificate,  which  the  Board 
is  not  authorized  to  grant. 

(e)  The  record  contains  no  substantial  evidence  and  the 
report  lacks  adequate  findings  to  sustain  the  order  and  au¬ 
thorize  a  certificate  to  Airnews  to  transport  property  be¬ 
tween  San  Antonio,  on  the  one  hand,  and  Corpus  Christi 
and  Brownsville,  on  the  other,  or  to  establish  that  Airnews 
is  fit,  willing  and  able  to  operate  as  a  common  carrier  be¬ 
tween  said  points. 

(f)  The  Board  erred  in  making  a  specific  finding  that 
Airnews  had  presented  a  satisfactory  plan  of  operation, 
when  in  fact  Airnews  had  presented  no  plan  of  operation. 

(g)  The  Board  erred  in  finding  that  certain  products  of 
the  Rio  Grande  Valley  were  readily  adaptable  for  air  cargo 
shipments,  w’hen  there  was  no  evidence  to  support  a  finding 
that  such  items  would  move  over  the  route  in  connection 
with  the  transportation  proposed  by  Airnews. 

(h)  The  Board  erred  in  failing  to  find  that  the  with¬ 
drawal  by  Airnews  of  its  application  to  transport  air  mail 
had  not  so  altered  the  basis  of  its  application  as  to  make  the 
record  of  no  value  to  support  the  issuance  to  it  of  a  cer¬ 
tificate  which  did  not  authorize  Airnews  to  transport  air 
mail. 

(i)  The  Board  erred  in  failing  to  give  due  consideration 
or  make  adequate  findings  based  upon  substantial  evidence 
concerning  the  existing  cargo  service  of  Braniff  and  other 
carriers  between  San  Antonio,  on  the  one  hand,  and  Corpus 
Christi  and  Brownsville,  on  the  other,  and  the  effect  of  the 
proposed  authorization  of  Airnews  upon  Braniff  and  such 
other  carriers. 

(j)  The  Board  erred  in  failing  to  pass  upon  the  question 
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of  its  legal  power  to  grant  a  certificate  to  a  carrier  wholly 
owned  by  the  single  shipper  it  was  designed  to  serve,  and 
in  failing  to  find  that  such  a  proposal  is  contrary  to  the 
public  interest. 

(k)  The  Board  erred  in  failing  to  decide  its  legal  power 
to  issue  a  certificate  to  Airnews  which  intends  to  operate 
as  a  contract  carrier  southbound  and  as  a  common  carrier 
northbound  and  in  failing  to  find  that  such  a  pro- 
6  posal  is  contrary  to  the  public  interest. 

(1)  The  Board  erred  in  issuing  a  certificate  to 
Airnews  to  operate  air-truck  routes,  when  the  record  show¬ 
ed  that  Airnews  did  not  possess  and  had  not  applied  for 
authority  from  either  the  Interstate  Commerce  Commission 
or  the  Railroad  Commission  of  Texas  to  operate  said  truck 
routes. 

(m)  The  Board  erred  in  accepting  as  a  basis  for  its 
finding  of  public  convenience  and  necessity,  the  fact  that 
Airnews  had  transported  in  the  past  newspapers  as  a  con¬ 
tract  for  its  parent  company  and  that  it  could  continue  to 
transport  such  newspapers  if  granted  a  certificate  by  the 
Board. 

(n)  The  Board  erred  in  failing  to  give  individual  con¬ 
sideration  to  the  specific  problems  arising  from  the  pro¬ 
posed  operation  of  Airnews  which  are  distinctly  different 
and  unrelated  to  those  in  connection  with  the  other  appli¬ 
cations  under  consideration. 

(o)  The  Board  erred  in  determining  that  the  direction  of 
Congress  to  promote  and  develop  transportation  by  air  gave 
it  power  to  indulge  in  experiments  and  to  grant  authoriza¬ 
tions  not  supported  by  substantial  evidence  or  contrary  to 
such  evidence. 

(p)  The  Board  erred  in  determining  that  its  power  is 
greater  than  those  of  like  agencies  operating  under  similar 
or  related  acts  of  Congress. 

(q)  The  Board’s  Order  is  not  supported  by  substantial 
evidence  of  record  as  required  by  the  Civil  Aeronautics 


78 


Petition  of  Braniff  Airways,  Inc,,  for  Review 

Act,  the  Administrative  Procedure  Act  and  the  Constitu¬ 
tion,  but  is  based  upon  speculation  and  surmise. 

(r)  The  Board's  Order  is  not  based  on  the  whole  record 
and  erroneously  disregards  substantial  evidence  of  record 
requiring  a  conclusion  contrary  to  that  reached  by  the 
Board. 

(s)  The  Board's  Opinion  upon  which  the  Order  is  based 
fails  to  set  forth  fundamental  findings  of  fact  supported 
by  substantial  evidence  of  record  to  show  the  basis  for  the 
conclusions  reached. 

(t)  The  Board's  Order  is  contrary  to  Section 
7  401(d)  of  the  Civil  Aeronautics  Act  in  that  the  rec¬ 

ord  fails  to  establish  by  substantial  evidence  that  the 
public  convenience  and  necessity  require  the  transportation 
authorized  and  that  the  applicants  are  fit,  willing  and  able 
to  provide  such  transportation. 

(u)  The  Board  misconstrued  the  stated  objectives  and 
policy  of  Section  2  of  the  Civil  Aeronautics  Act  as  a  grant 
of  power  extending  the  specific  authority  granted  in  other 
sections  of  the  Act 

(v)  The  following  basic  findings  and  many  others  are 
not  supported  by  substantial  evidence  but  are  contrary 
thereto : 

(1)  The  potential  volume  of  air  freight  in  the  United 
States  under  present  rates  is  one  billion  ton-miles  an¬ 
nually. 

(2)  The  potential  volume  of  air  freight  in  the  United 
States  is  sufficient  to  support  economical  operations  by 
the  applicants. 

(3)  The  data  concerning  operations  of  the  applicants 
during  the  past  two  years  are  not  sufficiently  probative 
to  form  a  basis  for  the  Board’s  decision. 

(4)  The  certification  of  the  applicants  will  not  in¬ 
flict  a  destructive  diversion  of  revenues  upon  the  exist¬ 
ing  certificated  carriers. 
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(5)  The  certification  of  the  applicants  is  needed  to 
supply  a  yardstick  of  the  costs  and  efficiency  of  the 
presently  certificated  carriers. 

(6)  The  certification  of  the  applicants  is  required  to 
develop  fully  the  air  freight  potential  in  this  country. 

(7)  The  applicants  are  fit,  willing  and  able  to  provide 
the  authorized  transportation. 

(w)  The  Board  exceeded  its  power  under  the  Act  in 
issuing  a  certificate  to  Slick  which  authorized  Slick  to  en¬ 
gage  in  transportation,  for  which  it  had  not  applied. 

(x)  The  Board  failed  to  consider  or  make  appropriate 
findings  concerning  the  adequacy  of  the  existing  services  of 
Braniff  and  other  carriers. 

(y)  The  Board’s  Opinion  and  Order  fail  to  rule  upon 
exceptions  duly  taken  by  petitioner  and  other  interveners 
to  the  Board’s  tentative  decision,  as  required  by  Section 
8(b)  of  the  Administrative  Procedure  Act  (60  Stat.  245; 

5  U.  S.  C.  1001,  1008). 

8  IV 

Prayer  for  Belief 

Wherefore,  petitioner  prays  that  this  honorable  Court 
review  the  proceedings  resulting  in  the  order  of  the  Civil 
Aeronautics  Board  of  July  29,  1949,  and  the  order  itself; 
that  a  copy  of  this  petition  be  transmitted  to  the  Civil 
Aeronautics  Board;  that  the  Board  be  required  to  certify 
and  file  in  this  Court  a  transcript  of  record  upon  which  the 
order  of  July  29,  1949,  was  entered,  in  accordance  with  Sec¬ 
tion  1006  of  the  Civil  Aeronautics  Act  of  1938;  that  upon 
such  review  the  above-described  order  be  set  aside  and  held 
for  naught  to  the  extent  that  it  authorizes  temporary  cer¬ 
tificates  of  public  convenience  and  necessity  to  applicants, 
particularly  Slick  Airways,  Inc.  and  Airnews,  Inc.;  and 
for  such  other  and  further  relief  as  the  Court  may  deem 
meet  and  proper. 
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Appendix  A 

Dated  September  26,  1949. 

Braniff  Airways,  Inc. 

By  /s/  Hubert  A.  Schneider 
Hubert  A.  Schneider 

/s/  Philip  S.  Peyser 
Philip  S.  Peyser 

Attorneys  for  Petitioner 
815  15th  Street,  N.  W. 
Washington  5,  D.  C. 

W  Hite  ford,  Hart,  Carmody  &  Wilson 
of  Counsel 
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Appendix  “A” 

UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 


Certificate  of  Public  Convenience  and  Necessity* 

(as  amended) 


Braniff  Airways,  Inc. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter 
set  forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronau¬ 
tics  Act  of  1938,  as  amended,  and  the  orders,  rules,  and 
regulations  issued  thereunder,  to  engage  in  air  transporta¬ 
tion  with  respect  to  persons,  property,  and  mail,  as  follows : 

1.  Between  the  terminal  point  Chicago,  Ill.,  the  inter¬ 
mediate  points  Moline,  Ill.,  Burlington,  Iowa,  Kansas 
City,  Mo.,  Topeka,  Kan.,  Wichita,  Kan.,  Ponca  City, 
Okla.,  Oklahoma  City,  Okla.,  Fort  Worth,  Tex.,  Dallas, 
Tex.,  Waco,  Tex.,  Houston,  Tex.,  Galveston,  Tex., 
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Austin,  Tex.,  San  Antonio,  Tex.,  and  (a)  beyond  San 
Antonio,  Tex.,  the  terminal  point  Laredo,  Tex.,  and 
(b)  beyond  San  Antonio,  Tex.,  the  intermediate  point 
Corpus  Christi,  Tex.,  and  the  terminal  point  Browns¬ 
ville,  Tex.; 

2.  Between  the  terminal  point  Denver,  Colo.,  the  inter¬ 
mediate  points  Colorado  Springs,  Colo.,  Pueblo,  Colo., 
Amarillo,  Tex.,  Lubbock,  Tex.,  Wichita  Falls,  Tex., 
Fort  Worth,  Tex.,  Dallas,  Tex.,  Waco,  Tex.,  Houston, 
Tex.,  Galveston,  Tex.,  Austin,  Tex.,  San  Antonio,  Tex., 
and  (a)  beyond  San  Antonio,  Tex.,  the  terminal  point 
Laredo,  Tex.,  and  (b)  beyond  San  Antonio,  Tex.,  the 
intermediate  point  Corpus  Christi,  Tex.,  and  the 
terminal  point  Brownsville,  Tex.; 

3.  Between  the  terminal  point  Memphis,  Tenn.,  the  inter¬ 
mediate  points  Little  Rock,  Ark.,  Fort  Smith,  Ark., 
Muskogee,  Okla.,  Tulsa,  Okla.,  Oklahoma  City,  Okla., 
Amarillo,  Tex.,  Pueblo,  Colo.,  Colorado  Springs,  Colo., 
and  the  terminal  point  Denver,  Colo., 

to  be  known  as  Route  No.  9. 

The  service  herein  authorized  is  subject  to  the  following 
terms,  conditions,  and  limitations: 

(1)  The  holder  shall  render  service  to  and  from  each 
of  the  points  named  herein,  except  as  temporary  sus¬ 
pensions  of  service  may  be  authorized  by  the  Board; 
and  may  begin  or  terminate,  or  begin  and  terminate, 
trips  at  points  short  of  terminal  points. 

(2)  The  holder  may  continue  to  serve  regularly  any 

point  named  herein  through  the  airport  last 
2  regularly  used  by  the  holder  to  serve  such  point 

prior  to  the  date  of  issuance  of  this  certificate, 
as  amended;  and  may  continue  to  maintain  regularly 
scheduled  nonstop  service  between  any  two  points  not 
consecutively  named  herein  if  nonstop  service  was 
regularly  scheduled  by  the  holder  between  such  points 
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on  the  date  of  issuance  of  this  certificate,  as  amended. 
Upon  compliance  with  such  procedure  relating  thereto 
as  may  be  prescribed  by  the  Board,  the  holder  may,  in 
addition  to  the  service  hereinabove  expressly  pre¬ 
scribed,  regularly  serve  a  point  named  herein  through 
any  airport  convenient  thereto,  and  render  scheduled 
nonstop  service  between  any  two  points  not  consecu¬ 
tively  named  herein  between  which  service  is  author¬ 
ized  hereby. 

(3)  The  holder  shall  serve  Denver,  Colo.,  Colorado 
Springs,  Colo.,  and  Pueblo,  Colo.,  only  on  flights  orig¬ 
inating  or  terminating  at  Oklahoma  City,  Okla.,  or 
Fort  Worth-Dallas,  Tex.,  or  points  south  or  east 
thereof. 

(4)  Wichita  Falls,  Tex.,  and  Lubbock,  Tex.,  shall  not 
be  served  by  the  same  flight. 

(5)  Flights  between  Tulsa,  Okla.,  and  Denver,  Colo., 
shall  stop  either  at  Amarillo,  Tex.,  or  shall  make  at 
least  two  stops,  of  which  one  must  be  Oklahoma  City, 
Okla. 

(6)  Flights  between  Kansas  City,  Mo.,  and  Houston, 
Tex.,  shall  make  at  least  one  stop  between  said  points. 

The  exercise  of  the  privileges  granted  by  this  certificate, 
as  amended,  shall  be  subject  to  such  other  reasonable  terms, 
conditions,  and  limitations  required  by  the  Public  interest 
as  may  from  time  to  time  be  prescribed  by  the  Board. 

This  certificate,  as  amended,  shall  be  effective  on  Decem¬ 
ber  13,  1948,  Provided,  however,  that  prior  to  the  date  on 
which  the  certificate,  as  amended,  would  otherwise  become 
effective  the  Board,  either  on  its  own  initiative  or  upon  the 
filing  of  a  petition  or  petitions  seeking  reconsideration  of 
the  Board’s  order  of  October  14,  1948  (Order  Serial  No.  E- 
2084),  insofar  as  such  order  authorizes  the  issuance  of  this 
certificate,  as  amended,  may  by  order  or  orders  extend  such 
effective  date  from  time  to  time. 
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In  witness  whereof,  the  Civil  Aeronautics  Board  had 
caused  this  certificate,  as  amended,  to  be  executed  by  its 
Chairman  and  the  seal  of  the  Board  to  be  affixed  hereto, 
attested  by  the  Secretary  of  the  Board  on  the  14th  day  of 
October,  1948. 

/&/  Joseph  J.  O’Connell,  Jr. 
(Seal)  Chairman 

Attest: 

/s/  M.  C.  Mulligan 
Secretary 


UNITED  STATES  COURT  OF  APPEALS 
For  the  District  of  Columbia  Circuit 
No.  10,440 

Chicago  &  Southern  Air  Lines,  Inc., 

Petitioner, 

— v. — 

Civil  Aeronautics  Board, 

Respondent . 


Petition  of  Chicago  &  Southern  Air  Lines,  Inc., 
for  Review  of  an  Order  of  the  Civil  Aeronautics 
Board,  Serial  No.  E-3085  (Air  Freight  Case) 

To  the  Honorable  Judges  of  the  United  States  Court  of 
Appeals  for  the  District  of  Columbia  Circuit : 

Chicago  &  Southern  Air  Lines,  Lnc.,  presents  this 
petition  for  judicial  review  of  an  order  entered  by  the 
Civil  Aeronautics  Board  and  in  support  thereof  respect¬ 
fully  represents  as  follows: 
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I 

The  Nature  op  the  Proceeding 

Chicago  &  Southern  Air  Lines,  Inc.  (hereinafter  re¬ 
ferred  to  as  “Chicago  &  Southern'’  or  “Petitioner”)  hereby 
seeks  review  of  an  order  of  the  Civil  Aeronautics  Board 
(hereinafter  referred  to  as  the  “Board")  issued  in  a  cer¬ 
tain  proceeding  entitled  “Air  Freight  Case”  Docket  Nos. 
S10  et  al .,  and  730  el  ah,  adopted  on  July  29,  1949,  pursuant 
to  which  certificates  of  public  convenience  and  necessity 
have  been  issued  by  the  Board  to  four  applicants 
2  authorizing  them  to  engage  in  air  transportation  of 
property  between  points  and  areas  within  continen¬ 
tal  United  States.  All  of  said  applications  were  heard  and 
decided  upon  a  common  record.  Petitioner  was  granted 
leave  to  intervene  in  said  proceeding  and  actively  partici¬ 
pated  therein. 

II 

Facts  and  Statutes  upon  Which 
Jurisdiction  Is  Based 

1.  Petitioner  is  a  corporation  organized  under  the  laws 
of  the  State  of  Delaware,  having  its  principal  place  of 
business  at  Memphis,  Tennessee,  and  is  engaged  in  air 
transportation  of  persons,  property  and  mail  between 
points  in  the  United  States  and  between  points  in  the 
United  States  and  points  in  foreign  countries  pursuant 
to  certificates  of  public  convenience  and  necessity  duly 
issued  by  the  Board  authorizing  it  to  engage  in  such  air 
transportation.  Petitioner’s  routes  extend  generally  from 
Chicago,  111.  and  Detroit,  Mich,  via  St.  Louis,  Mo.  and 
Memphis,  Tenn.  to  New  Orleans,  La.,  and  Houston,  Tex., 
and  beyond  to  Havana,  Cuba,  to  various  points  in  the 
Caribbean  area.  An  exact  description  of  Petitioner’s 
routes  as  set  forth  in  the  certificates  of  public  con¬ 
venience  and  necessity  held  by  Petitioner  are  set  forth 
in  Appendix  “A”  attached  hereto  and  made  a  part  hereof. 
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2.  Respondent,  Civil  Aeronautics  Board,  is  a  duly  con¬ 
stituted  authority  acting  under  and  by  virtue  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  49  U.  S.  C.  401 
(hereinafter  referred  to  as  the  “Act”),  and  this  petition 
for  review  is  filed  pursuant  to  Section  1006  of  the  Act, 
49  U.  S.  C.  646,  and  pursuant  to  Section  10  of  the  Adminis¬ 
trative  Procedure  Act,  5  U.  S.  C.  1001  et  seq. 

3.  Section  401  of  the  Act,  49  U.  S.  C.  481,  provides 
that  the  Board  shall  issue  certificates  of  public  conven¬ 
ience  and  necessity,  if  the  transportation  covered 

3  by  the  application  is  required  by  the  public  con¬ 
venience  and  necessity,  and  if  the  applicant  is  fit, 
willing  and  able  to  perform  such  transportation  properly 
and  to  conform  to  the  provisions  of  the  Act  and  the  rules 
and  regulations  of  the  Board. 

4.  In  Docket  No.  810  et  al.,  various  applications  for 
certificates  of  public  convenience  and  necessity  authorizing 
air  transportation  of  property  only,  or  property  and  mail, 
between  points  and  areas  throughout  the  United  States 
were  filed  and  heard  by  the  Board.  In  Docket  No.  730 
et  al.,  two  additional  applications  for  such  certificates  were 
filed  and  heard  by  the  Board.  All  of  these  applications 
were  consolidated  by  the  Board  for  decision.  Leave  to. 
intervene  in  one  or  both  of  these  cases  wTas  granted  to 
Petitioner  and  to  practically  every  air  carrier  presently 
operating  pursuant  to  certificates  of  public  convenience 
and  necessity  issued  by  the  Board. 

5.  After  hearings  on  the  applications  had  been  held, 
the  Board  on  May  5,  1947,  promulgated  a  regulation  ori¬ 
ginally  designated  as  Section  292.5  of  the  Board’s  Eco¬ 
nomic  Regulations  and  recently  redesignated  as  Section 
295,  a  copy  of  which  appears  at  14  Fed.  Reg.  4531,  4532 
(1949).  Said  regulation  is  hereinafter  referred  to  as 
“Section  292.5”  which  is  the  designation  used  by  the 
Board  in  its  opinion  deciding  the  Air  Freight  Case.  Sec¬ 
tion  292.5  exempted  the  applicants  from  the  requirement 
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of  Section  401  of  the  Act  as  to  the  necessity  of  possessing 
certificates  of  public  convenience  and  necessity  and  per¬ 
mitted  most  of  the  applicants  to  engage  in  the  carriage 
of  transportation  of  property  only  by  air  as  common  car¬ 
riers  on  a  temporary  basis  and  under  certain  conditions, 
pending  decision  by  the  Board  on  their  applications  for 
certificates  of  public  convenience  and  necessity. 

6.  Under  the  order  complained  of,  the  Board  authorized 
the  issuance  of  temporary  certificates  of  public  conven¬ 
ience  and  necessity  to  two  applicants,  the  authorized 

operations  of  which  would  be  competitive  with  those 
4  of  Petitioner.  These  applicants  are  Slick  Airways, 

Inc.,  hereinafter  called  Slick,  and  U.  S.  Airlines, 
Inc.  Both  of  the  above-named  applicants  have  been  for 
some  time  operating  under  the  provisions  of  Section  292.5, 
but  U.  S.  Airlines  has  greatly  curtailed  its  operation  to 
a  minimum  basis.  The  certificate  issued  to  Slick  would 
permit  operations  between  the  following  points  competi¬ 
tive  with  Petitioner:  Between  Houston,  on  the  one  hand, 
and  Chicago,  Detroit,  Fort  Wayne,  Indianapolis,  Peoria, 
St.  Louis  and  Toledo,  on  the  other.  The  certificate  issued 
to  U.  S.  Airlines  would  authorize  operations  competitive 
with  Petitioner  between  the  following  points:  Between 
New  Orleans,  on  the  one  hand,  and  Chicago,  Detroit, 
Indianapolis  and  Toledo,  on  the  other.  The  effect  of  the 
authorization  will  be  to  divert  traffic  from  Petitioner  to 
the  above-named  applicants  and  to  impair  and  reduce  the 
possibility  of  Petitioner  developing  a  sound  and  economic 
system  of  transportation  of  property  by  air. 

7.  Petitioner  has  a  substantial  interest  in  the  order 
assailed,  since  it  is  engaged  in  the  transportation  of 
property  as  a  common  carrier  by  air  pursuant  to  certifi¬ 
cates  of  public  convenience  and  necessity  issued  by  the 
Board,  and  the  certificate  issued  to  Slick  and  U.  S.  Air¬ 
lines  will  result  in  diversion  and  loss  of  traffic  by  Peti¬ 
tioner  to  its  detriment.  The  order  complained  of  will 
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seriously  injure  and  impair  Petitioner’s  ability  to  engage 
in  air  transportation  pursuant  to  its  certificates,  and  for 
this  and  other  reasons,  as  set  forth  herein,  Petitioner  has 
a  substantial  interest  in  the  order  complained  of  and  has 
the  right  to  file  this  petition  for  review. 

Ill 

Points  on  Which  Petitioner  Intends 
to  Bely 

In  this  appeal,  Petitioner  intends  to  rely  upon  the  fol¬ 
lowing  points,  among  others: 

(a)  The  record  contains  no  substantial  evidence 
5  and  the  report  lacks  adequate  findings  to  justify  the 
issuance  of  the  certificate  to  Slick,  particularly  be¬ 
tween  Houston,  on  the  one  hand,  and  Chicago,  Detroit, 
Fort  Wayne,  Indianapolis,  Peoria,  St.  Louis  and  Toledo, 
on  the  other. 

(b)  The  record  contains  no  substantial  evidence  and  the 
report  lacks  adequate  fundings  to  justify  the  issuance 
of  the  proposed  certificate  to  U.  S.  Airlines,  particularly 
between  New'  Orleans,  on  the  one  hand,  and  Chicago, 
Detroit,  Indianapolis  and  Toledo,  on  the  other. 

(c)  The  record  contains  no  substantial  evidence  and  the 
report  lacks  adequate  findings  that  Slick  and  U.  S.  Air¬ 
lines  are  fit,  willing  and  able  to  perform  the  authorized 
transportation  and  conform  to  the  provisions  of  the  Act 
and  the  rules,  regulations  and  requirements  of  the  Board 
thereunder. 

(d)  The  Board  erred  in  failing  to  give  proper  considera¬ 
tion  or  make  adequate  findings  with  respect  to  substantial 
evidence  as  to  the  service  of  Chicago  &  Southern  and 
other  carriers  between  the  above-named  points  and  the 
effect  of  the  proposed  authorizations  upon  Chicago  & 
Southern  and  the  other  carriers. 

(e)  The  record  contains  no  substantial  evidence  and  the 
report  lacks  adequate  supporting  findings  to  support  the 
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conclusion  that  the  proposed  certification  of  Slick  and 
U.  S.  Airlines  paralleling  and  competing  with  Chicago  & 
Southern  would  not  adversely  affect  Chicago  &  Southern. 

(f)  The  Board  failed  to  consider  or  make  appropriate 
findings  concerning  the  adequacy  of  the  existing  services 
of  Petitioner  and  other  carriers. 

(g)  The  certificates  issued  to  Slick,  V.  S.  Airlines  and 
other  carriers  fail  to  conform  with  the  requirements  of 
the  statute,  particularly  Section  401  (f)  in  that  they  fail 
to  authorize  specific  routes  or  to  specify  “the  service  to 
l>e  rendered.” 

(h)  The  certificates  issued  to  Slick,  U.  S.  Airlines  and 
other  carriers  are  in  effect  area  certificates,  which  the 

Board  is  not  authorized  to  grant. 

6  (i)  The  Board  erred  in  determining  that  the  di¬ 

rection  of  Congress  to  promote  and  develop  trans¬ 
portation  by  air  gave  it  greater  power  to  indulge  in  ex¬ 
periments  and  to  grant  authorizations  not  supported  by 
substantial  evidence  or  contrary  to  such  evidence. 

(j)  The  Board  erred  in  determining  that  its  power  is 
greater  than  that  of  like  agencies  operating  under  similar 
or  related  acts  of  Congress. 

(k)  The  Board’s  Order  is  not  supported  by  substantial 
evidence  of  record  as  required  by  the  Civil  Aeronautics 
Act,  the  Administrative  Procedure  Act  and  the  Constitu¬ 
tion,  but  is  based  up  speculation  and  surmise. 

(l)  The  Board's  Order  is  not  based  on  the  whole  record 
and  erroneously  disregards  substantial  evidence  of  record 
requiring  a  conclusion  contrary  to  that  reached  by  the 
Board. 

(m)  The  Board’s  Opinion  upon  which  the  Order  is  based 
fails  to  set  forth  fundamental  findings  of  fact  supported 
by  substantial  evidence  of  record  to  show  the  basis  for 
the  conclusions  reached. 

(n)  The  Board's  Order  is  contrary  to  Section  401(d) 
of  the  Civil  Aeronautics  Act  in  that  the  record  fails  to 
establish  by  substantial  evidence  that  the  public  conven- 
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ience  and  necessity  require  the  transportation  authorized 
and  that  the  applicants  are  fit,  willing  and  able  to  provide 
such  transportation. 

(o)  The  Board  misconstrued  the  stated  objectives  and 
policy  of  Section  2  of  the  Civil  Aeronautics  Act  as  a 
grant  of  power  extending  the  specific  authority  granted 
in  other  sections  of  the  Act. 

(p)  The  following  basic  findings,  and  many  others,  are 
not  supported  by  substantial  evidence  but  are  contrary 
thereto : 

(1)  The  potential  volume  of  air  freight  in 
7  the  United  States  under  present  rates  is  one 

billion  ton-iniles  annually. 

(2)  The  potential  volume  of  air  freight  in  the 
United  States  is  sufficient  to  support  economical 
operations  by  the  applicants. 

(3)  The  data  concerning  operations  of  the  appli¬ 
cants  during  the  past  two  years  are  not  sufficiently 
probative  to  form  a  basis  for  the  Board’s  decision. 

(4)  The  certification  of  the  applicants  will  not  in¬ 
flict  a  destructive  diversion  of  revenues  upon  the  ex¬ 
isting  certificated  carriers. 

(5)  The  certification  of  the  applicants  is  needed 
to  supply  a  yardstick  of  the  costs  and  efficiency  of  the 
presently  certificated  carriers. 

(6)  The  certification  of  the  applicants  is  required 
to  develop  fully  the  air  freight  potential  in  this  coun¬ 
try. 

(7)  The  applicants  are  fit,  willing  and  able  to  pro¬ 
vide  the  authorized  transportation. 

(q)  The  Board’s  Opinion  and  Order  fail  to  rule  upon 
exceptions  duly  taken  by  Petitioner  and  other  interveners 
to  the  Board’s  tentative  decision,  as  required  by  Section 
8(b)  of  the  Administrative  Procedure  Act  (60  Stat.  245; 

r>  it.  s.  e.  iooi,  1008). 

(r)  The  Board  exceeded  its  power  under  the  Act  in  is¬ 
suing  certificates  to  the  several  applicants  which  authorized 
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them  to  engage  in  transportation  for  which  the  recipients 
of  said  certificates  had  not  applied. 

(s)  The  Board  failed  to  find,  as  required  by  Section 
401  of  the  Act,  that  U.  S.  Airlines,  Inc.  is  fit,  willing  and 
able  to  perform  the  transportation  authorized  by  its 
certificate. 

IV 

Prayer  for  Relief 

Wherefore,  Petitioner  prays  that  this  honorable  Court 
review  the  proceedings  resulting  in  the  order  of  the  Civil 
Aeronautics  Board  of  July  29,  1949,  and  the  order  itself; 
that  a  copy  of  this  petition  and  the  petition  for  stay  be 
transmitted  to  the  Civil  Aeronautics  Board;  that  the 
Board  be  required  to  certify  and  file  in  this  Court  a  trans¬ 
cript  of  record  upon  which  the  order  of  July  29, 
S  1949,  was  entered,  in  accordance  with  Section  1006 
of  the  Civil  Aeronautics  Act  of  1938;  that  upon 
such  review  the  above-described  order  be  set  aside  and 
held  for  naught  to  the  extent  that  it  authorizes  temporary 
certificates  of  public  convenience  and  necessity  to  certain 
applicants,  particularly  Slick  Airways,  Inc.  and  U.  S.  Air¬ 
lines,  Inc.;  and  for  such  other  and  further  relief  as  the 
Court  may  deem  meet  and  proper. 

Dated  September  26,  1949. 

Chicago  &  Southern  Air  Lines,  Inc. 

By  /s/  Hubert  A.  Schneider 
Hubert  A.  Schneider 

/«/  Philip  S.  Peyser 
Philip  S.  Peyser 
Attorneys  for  Petitioner 
815  15th  Street,  N.  W. 
Washington  5,  D.  C. 

Whitford,  Hart,  Carmody  &  Wilson 
Of  Counsel 
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Appendix  A 

UNITED  STATES  OF  AMERICA 

CIVIL  AERONAUTICS  BOARD 
Washington,  D.  C. 


Certificate  of  Public  Convenience  and  Necessity 

(as  amended) 

Chicago  and  Southern  Air  Lines,  Inc. 

is  hereby  authorized,  subject  to  the  provisions  hereinafter 
set  forth,  the  provisions  of  Title  IV  of  the  Civil  Aeronau¬ 
tics  Act  of  1938,  as  amended,  and  the  orders,  rules,  and 
regulations  issued  thereunder,  to  engage  in  air  transporta¬ 
tion  with  respect  to  persons,  property,  and  mail,  as  follows : 

1.  Between  the  terminal  point  Chicago,  I1L,  the  inter¬ 
mediate  points  Peoria,  Ill.,  Bloomington,  III,  Spring- 
field,  Ill.,  St.  Louis,  Mo.,  Memphis,  Tenn.,  and  (a) 
beyond  Memphis,  Tenn.,  the  intermediate  points 
Greenwood,  Miss.,  Jackson,  Miss.,  and  the  terminal 
point  New  Orleans,  La.,  and  (b)  beyond  Memphis, 
Tenn.,  the  intermediate  points  Little  Rock,  Ark., 
Hot  Springs,  Ark.,  Pine  Bluff,  Ark.,  El  Dorado, 
Ark.,  Shreveport,  La.,  Beaumont-Port  Arthur,  Tex., 
and  the  terminal  point  Houston,  Tex.; 

2.  Between  the  terminal  point  Detroit,  Mich.,  the  in¬ 
termediate  points  Toledo,  Ohio,  Fort  Wayne,  Ind., 
Marion,  Ind.,  Anderson-Muncie-New  Castle,  Ind., 
Indianapolis,  Ind.,  Evansville,  Ind.,  Paducah,  Ky., 
Memphis,  Tenn.,  and  (a)  beyond  Memphis,  Tenn., 
the  intermediate  points  Greenwood,  Miss.,  Jackson, 
Miss.,  and  the  terminal  point  New  Orleans,  La., 
and  (b)  beyond  Memphis,  Tenn.,  the  intermediate 
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points  Little  Rock,  Ark.,  Hot  Springs,  Ark.,  Pine 
Bluff,  Ark.,  El  Dorado,  Ark.,  Shreveport,  La.,  Beau¬ 
mont- Port  Arthur,  Tex.,  and  the  terminal  point 
Houston,  Tex.; 

3.  Between  the  terminal  point  Chicago,  Ill.,  the  in¬ 
termediate  points  Terre  Haute,  Ind.,  Evansville, 
Ind.,  Paducah,  Kv.,  Memphis,  Tenn.,  and  (a)  beyond 
Memphis,  Tenn.,  the  intermediate  points  Green¬ 
wood,  Miss.,  Jackson,  Miss.,  and  the  terminal  point 
New  Orleans,  La.,  and  (b)  beyond  Memphis,  Tenn., 
the  intermediate  points  Little  Rock,  Ark.,  Hot 
Springs,  Ark.,  Pine  Bluff,  Ark.,  El  Dorado,  Ark., 
Shreveport,  La.,  Beaumont-Port  Arthur,  Tex.,  and 
the  terminal  point  Houston,  Tex.;  and 

4.  Between  the  terminal  point  Kansas  City,  Mo.,  the 
intermediate  points  Springfield,  Mo.,  and  Memphis, 
Tenn..  and  (a)  beyond  Memphis,  Tenn.,  the  inter¬ 
mediate  points  Greenwood,  Miss.,  Jackson,  Miss., 
and  the  terminal  point  New  Orleans,  La.,  and  (b) 
beyond  Memphis,  Tenn.,  the  intermediate  points 
Little  Rock,  Ark.,  Hot  Springs,  Ark.,  Pine  Bluff, 
Ark.,  El  Dorado,  Ark.,  Shreveport,  La.,  Beaumont- 
Port  Arthur,  Tex.,  and  the  terminal  point  Houston, 
Tex., 

to  be  known  as  Route  No.  8. 

2 

The  service  herein  authorized  is  subject  to  the  fol¬ 
lowing  terms,  conditions,  and  limitations: 

(1)  The  holder  shall  render  service  to  and  from  each  of 
the  points  named  herein,  except  as  temporary  sus¬ 
pensions  of  service  may  be  authorized  by  the  Board; 
and  may  begin  or  terminate,  or  begin  and  terminate, 
trips  at  points  short  of  terminal  points. 
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(2)  The  holder  may  continue  to  serve  regularly  any 
point  named  herein  through  the  airport  last  regu¬ 
larly  used  by  the  holder  to  serve  such  point  prior  to 
the  date  of  issuance  of  this  certificate,  as  amended; 
and  may  continue  to  maintain  regularly  scheduled 
nonstop  service  between  any  two  points  not  con¬ 
secutively  named  herein  if  nonstop  service  was  reg¬ 
ularly  scheduled  by  the  holder  between  such  points 
on  the  date  of  issuance  of  this  certificate,  as  amended. 
Upon  compliance  with  such  procedure  relating  there¬ 
to  as  may  be  prescribed  by  the  Board,  the  holder 
may ;  in  addition  to  the  service  hereinabove  express¬ 
ly  prescribed,  regularly  serve  a  point  named  herein 
through  any  airport  convenient  thereto,  and  render 
scheduled  nonstop  service  between  any  two  points 
not  consecutively  named  herein  between  which  ser¬ 
vice  is  authorized  hereby. 

(3)  Flights  between  Kansas  City,  Mo.,  and  New  Orleans, 
La.,  between  Kansas  City,  Mo.,  and  Shreveport, 
La.,  or  between  Kansas  City  Mo.,  and  Houston,  Tex., 
shall  serve  both  Springfield,  Mo.  and  Memphis,  Term. 

The  exercise  of  the  privileges  granted  by  this  certificate, 
as  amended,  shall  be  subject  to  such  other  reasonable 
terms,  conditions,  and  limitations  required  by  the  public 
interest  as  may  from  time  to  time  be  prescribed  by  the 
Board. 

This  certificate,  as  amended,  shall  be  effective  on  De¬ 
cember  13,  1948,  Provided,  however  that  prior  to  the  date 
on  which  the  certificate,  as  amended,  would  otherwise  be¬ 
come  effective  the  Board,  either  on  its  own  initiative  or 
upon  the  filing  of  a  petition  or  petitions  seeking  reconsider¬ 
ation  of  the  Board’s  order  of  October  14,  1948  (Order 
Serial  No.  E-2084) ;  insofar  as  such  order  authorizes  the 
issuance  of  this  certificate,  as  amended,  may  by  order  or 
orders  extend  such  effective  date  from  time  to  time. 
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In  witness  whereof,  the  Civil  Aeronautics  Board  has 
caused  this  certificate,  as  amended,  to  be  executed  by  its 
Chairman  and  the  seal  of  the  Board  to  be  affixed  hereto, 
attested  by  the  Secretary  of  the  Board,  on  the  14th  day 
of  October,  1948. 

/s/  Joseph  J.  O’Connell,  Jr. 
Chairman 

(SEAL) 

ATTEST : 

/s/  M.  C.  Mulligan 
Secretary 

1  UNITED  STATES  COURT  OF  APPEALS 
For  the  District  of  Columbia  Circuit 
No.  10,441 

Delta  Air  Links,  Inc., 

Petitioner, 

— v. — 

Civil  Aeronautics  Board, 

Respondent . 


Petition  of  Delta  Air  Lines,  Inc.,  for  Review  of 
an  Order  of  the  Civil  Aeronautics  Board,  Serial 
No.  E-3085  (Air  Freight  Case) 

To  the  Honorable  Judges  of  the  United  States  Court  of 
Appeals  for  the  District  of  Columbia  Circuit : 

Delta  Air  Lines,  Inc.,  presents  this  Petition  for  Judi¬ 
cial  Review  of  an  Order  entered  by  the  Civil  Aeronautics 
Board  and  in  support  thereof  respectfully  represents  as 

follows : 
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I 

The  Nature  of  the  Proceeding 

Delta  Air  Lines,  Inc.  (hereinafter  referred  to  as  “Peti¬ 
tioner”)  seeks  review  of  an  Order  of  the  Civil  Aeronautics 
Board  (hereinafter  referred  to  as  the  “Board”)  issued 
in  a  certain  proceeding  entitled  “Air  Freight  Case”  Docket 
Nos.  810  et  al.  and  730  et  al.  adopted  on  July  29,  1949, 
pursuant  to  which  Order  certificates  of  public  convenience 
and  necessity  have  been  issued  by  the  Board  to  four 
applicants  authorizing  them  to  engage  in  air  transporta¬ 
tion  of  property  only,  between  points  and  areas  through¬ 
out  the  Continental  United  States,  all  of  which 
2  applications  were  heard  and  decided  upon  a  com¬ 
mon  record.  Petitioner  was  granted  leave  to  inter¬ 
vene  in  said  proceeding  and  actively  participated  therein. 

n 

The  Facts  and  Statutes  upon  Which 
Jurisdiction  Is  Based 

1.  Petitioner  is  a  corporation  organized  under  the 
laws  of  the  State  of  Louisiana,  having  its  principal  office 
and  place  of  business  at  Atlanta  Municipal  Airport, 
Atlanta,  Georgia,  and  is  engaged  in  air  transportation  of 
persons,  property  and  mail  between  points  in  the  United 
States,  pursuant  to  certificates  of  public  convenience  and 
necessity  duly  issued  by  the  Board  authorizing  it  to 
engage  in  such  air  transportation.  Petitioner’s  routes  ex¬ 
tend  from  Chicago,  Ill.,  on  the  north,  to  New  Orleans,  La., 
and  Miami,  Fla.,  on  the  south,  via  Atlanta  and  other 
points  in  Georgia.  The  exact  description  of  Petitioner’s 
routes,  as  set  forth  in  the  certificate  of  public  convenience 
and  necessity  held  by  Petitioner,  is  shown  in  Appendix 
“A”  attached  hereto  and  made  a  part  hereof.  Petitioner, 
in  conjunction  with  Transcontinental  and  Western  Air, 
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Inc.,  also  renders  service  between  Detroit,  Mich.,  and 
Toledo,  Columbus  and  Dayton,  Ohio,  in  the  north,  and 
Atlanta,  New  Orleans,  Miami  and  other  southern  points. 

2.  Respondent,  Civil  Aeronautics  Board,  is  the  duly 
constituted  authority  acting  under  and  by  virtue  of  the 
Civil  Aeronautics  Act  of  1938,  as  amended,  49  IT.  S.  C. 
401  (hereinafter  referred  to  as  the  “Act”),  and  this  Peti¬ 
tion  for  Review  is  filed  pursuant  to  Section  1006  of  the 
Act,  49  IT.  S.  C.  646,  and  pursuant  to  Section  10  of  the 
Administrative  Procedure  Act,  5  U.  S.  C.  1001  et  seq. 

3.  Section  401  of  the  Act,  49  IT.  S.  C.  481,  provides  that 
the  Board  shall  issue  certificates  of  public  convenience 
and  necessity,  if  the  transportation  covered  by  the  appli¬ 
cation  is  required  by  the  public  convenience  and  necessity, 
and  if  the  applicant  is  fit,  willing  and  able  to  perform  such 

transportation  properly  and  to  conform  to  the  pro- 
3  visions  of  the  Act  and  the  rules  and  regulations  of 
the  Board. 

4.  In  Docket  No.  810  et  al.  various  applications  for 
certificates  of  public  convenience  and  necessity  authoriz¬ 
ing  air  transportation  of  property  only,  or  property  and 
mail,  between  points  and  areas  throughout  the  United 
States  were  filed  and  heard  by  the  Board.  In  Docket  No. 
730  et  al.  two  additional  applications  for  such  certificates 
were  filed  and  heard  by  the  Board.  All  of  these  applica¬ 
tions  were  consolidated  by  the  Board  for  decision.  Leave 
to  intervene  in  one  or  both  of  these  cases  was  granted  to 
Petitioner  and  to  practically  every  air  carrier  presently 
operating  pursuant  to  certificates  of  public  convenience 
and  necessity  issued  by  the  Board. 

5.  After  hearings  on  the  applications  had  been  held, 
the  Board  on  May  5,  1947,  promulgated  a  regulation 
originally  designated  as  Section  292.5  of  the  Board's 
Economic  Regulations  and  recently  redesignated  as  Sec¬ 
tion  295,  a  copy  of  which  appears  at  14  Fed.  Reg.  4351, 
4352  (1949).  Said  regulation  is  hereinafter  referred  to 
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as  ‘‘Section  292.5”  which  is  the  designation  used  by  the 
Board  in  its  opinion  deciding  the  Air  Freight  Case.  Sec¬ 
tion  292.5  exempted  the  applicants  from  the  requirement 
of  Section  401  of  the  Act  as  to  the  necessity  of  possessing 
certificates  of  public  convenience  and  necessity  and  per¬ 
mitted  most  of  the  applicants  to  engage  in  the  carriage  of 
transportation  of  property  only  by  air  as  common  carriers 
on  a  temporary  basis  and  under  certain  conditions,  pend¬ 
ing  decision  by  the  Board  on  their  applications  for  certi¬ 
ficates  of  public  convenience  and  necessity. 

6.  The  order  complained  of  would  permit  U.  S.  Air¬ 
lines,  Inc.  to  engage  in  the  transportation  of  air  cargo 
between  the  following  points  competitively  with  air  cargo 
services  now  provided  by  Petitioner,  namely:  Between 
Chicago,  Cincinnati,  Detroit,  Toledo,  Columbus  and  Day- 
ton,  on  the  one  hand,  and  Atlanta,  Savannah,  Jacksonville 
and  Miami,  on  the  other;  and  between  all  said  points  on 
the  one  hand  and  New  Orleans  and  Baton  Rouge,  on  the 
other.  It  would  also  permit  Slick  Airways,  Inc.  to  com¬ 
pete  with  Petitioner  between  Cincinnati  and  Fort  Worth 
and  Dallas,  Texas. 

4  7.  The  effect  of  the  foregoing  authorizations 

will  be  to  permit  U.  S.  Airlines  and  Slick  Airways 
to  divert  freight  traffic  from  Petitioner  and  to  impair  and 
reduce  the  possibility  of  Petitioner  developing  a  sound 
and  economic  system  of  transportation  of  property  by  air. 
Accordingly,  Petitioner  has  a  substantial  interest  in  the 
order  complained  of  and  has  the  right  to  file  this  Petition 
for  Review. 

Ill 

Points  on  which  Petitioner  Intends  to  Rely 

In  this  appeal,  Petitioner  intends  to  rely  upon  the 
following  points,  among  others: 

(a)  The  record  contains  no  substantial  evidence  and 
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the  report  lacks  adequate  findings  to  justify  the  issuance 
of  the  certificate  to  U.  S.  Airlines  and  other  carriers, 
particularly  between  Chicago,  Cincinnati,  Detroit,  Toledo, 
Columbus  and  Dayton,  on  the  one  hand,  and  Atlanta, 
Savannah,  Jacksonville  and  Miami,  on  the  other,  and 
between  all  said  points  on  the  one  hand,  and  New  Orleans 
and  Baton  Rouge,  on  the  other. 

(b)  The  record  contains  no  substantial  evidence  and 
the  report  lacks  adequate  findings  to  justify  the  issuance 
of  the  certificate  to  Slick  Airways,  Inc.,  particularly  be¬ 
tween  Cincinnati  and  Fort  Worth  and  Dallas. 

(c)  The  Board  erred  in  failing  to  give  proper  consider¬ 
ation  or  make  adequate  findings  based  upon  substantial 
evidence  as  to  the  cargo  service  of  Petitioner  and  other 
carriers  between  the  above-named  points  and  the  effect 
of  the  proposed  authorization  upon  Petitioner  and  the 
other  carriers. 

(d)  The  Board  failed  to  consider  or  make  appropriate 
findings  concerning  the  adequacy  of  the  existing  services 
of  Petitioner  and  other  carriers. 

(e)  The  Board  failed  to  make  any  finding  whatsoever 
with  regard  to  the  potential  traffic,  or  need  for  additional 
service,  between  the  points  it  has  authorized  U.  S.  Air¬ 
lines  to  serve. 

(f)  The  certificate  issued  to  U.  S.  Airlines  and  other 
carriers  fails  to  conform  with  the  requirements  of 

5  statute,  particularly  Section  401  (f),  in  that  it  fails 
to  authorize  specific  routes  and  “the  service  to  be 
rendered.’' 

(g)  The  certificate  issued  to  IT.  S.  Airlines  and  other 
carriers  is  in  effect  an  area  certificate,  which  the  Board 
is  not  authorized  to  grant. 

(h)  The  Board  exceeded  its  power  under  the  Act  in 
issuing  a  certificate  to  U.  S.  Airlines  which  authorized 
U.  S.  Airlines  to  engage  in  transportation,  for  which  it 
had  not  applied. 
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(i)  The  Board  erred  in  determining  that  the  direction 
of  Congress  to  promote  and  develop  transportation  by  air 
gave  it  power  to  indulge  in  experiments  and  to  grant 
authorizations  not  supported  by  substantial  evidence  or 
contrary  to  such  evidence. 

(j)  The  Board  erred  in  determining  that  its  power  is 
greater  than  that  of  like  agencies  operating  under  similar 
or  related  acts  of  Congress. 

(k)  The  Board’s  Order  is  not  supported  by  substantial 
evidence  of  record  as  required  by  the  Civil  Aeronautics 
Act,  the  Administrative  Procedure  Act  and  the  Constitu¬ 
tion,  but  is  based  upon  speculation  and  surmise. 

(l)  The  Board’s  Order  is  not  based  on  the  whole  record 
and  erroneously  disregards  substantial  evidence  of  record 
requiring  a  conclusion  contrary  to  that  reached  by  the 
Board. 

(m)  The  Board’s  Opinion  upon  which  the  Order  is 
based  fails  to  set  forth  fundamental  findings  of  fact 
supported  by  substantial  evidence  of  record  to  show  the 
basis  or  the  conclusions  reached. 

(n)  The  Board’s  Order  is  contrary  to  Section  401(d) 
of  the  Civil  Aeronautics  Act  in  that  the  record  fails  to 
establish  by  substantial  evidence  that  the  public  conven¬ 
ience  and  necessity  require  the  transportation  authorized 
and  that  the  applicants  are  fit,  willing  and  able  to  provide 
such  transportation. 

(o)  The  Board  misconstrued  the  stated  objectives  and 
policy  of  Section  2  of  the  Civil  Aeronautics  Act  as  a  grant 
of  power  extending  the  specific  authority  granted  in  other 

sections  of  the  Act. 

6  (p)  The  following  basic  findings  and  many  others 

are  not  supported  by  substantial  evidence  but  are 
contrary  thereto: 

(1)  The  potential  volume  of  air  freight  in  the 
United  States  under  present  rates  is  one  billion  ton- 
miles  annually. 
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(2)  The  potential  volume  of  air  freight  in  the 
United  States  is  sufficient  to  support  economical  oper¬ 
ations  by  the  applicants. 

(3)  The  data  concerning  operations  of  the  appli¬ 
cants  during  the  past  two  years  are  not  sufficiently 
probative  to  form  a  basis  for  the  Board’s  decision. 

(4)  The  certification  of  the  applicants  will  not  in¬ 
flict  a  destructive  diversion  of  revenues  upon  the 
existing  certificated  carriers. 

(5)  The  certification  of  the  applicants  is  needed  to 
supply  a  yardstick  of  the  costs  and  efficiency  of  the 
presently  certificated  carriers. 

(6)  The  certification  of  the  applicants  is  required 
to  develop  fully  the  air  freight  potential  in  this 
country. 

(7)  The  applicants  are  fit,  willing  and  able  to  pro¬ 
vide  the  authorized  transportation. 

(q)  The  Board’s  Opinion  and  Order  fail  to  rule  upon 
exceptions  duly  taken  by  Petitioner  and  other  interveners 
to  the  Board’s  tentative  decision,  as  required  by  Section 
8(b)  of  the  Administrative  Procedure  Act  (60  Stat.  245; 
5  U.  S.  C.  1001,  1008). 

(r)  The  Board  failed  to  find,  as  required  by  Section  401 
of  the  Act,  that  U.  S.  Airlines,  Inc.  is  fit,  willing  and  able 
to  perform  the  transportation  authorized  by  its  certificate. 

IV 

Prayer  for  Relief 

Wherefore,  Petitioner  prays  that  this  honorable  Court 
review  the  proceedings  resulting  in  the  order  of  the  Civil 
Aeronautics  Board  of  July  29,  1949,  and  the  order  itself; 
that  a  copy  of  this  petition  be  transmitted  to  the  Civil 
Aeronautics  Board;  that  the  Board  be  required  to  certify 
and  file  in  this  Court  a  transcript  of  record  upon  which 
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the  order  of  July  29,  1949,  was  entered,  in  accord- 
7  ance  with  Section  1006  of  the  Civil  Aeronautics  Act 
of  1938;  that  upon  such  review  the  above-described 
order  be  set  aside  and  held  for  naught  to  the  extent  that 
it  authorizes  temporary  certificates  of  public  convenience 
and  necessity  to  applicants,  particularly  to  U.  S.  Airlines, 
Inc.  and  Slick  Airways,  Inc.;  and  for  such  other  and 
further  relief  as  the  Court  may  deem  meet  and  proper. 

Dated  September  26,  1949 

Delta  Air  Lines,  Inc. 

By  S/  Hubert  A.  Schneider 
Hubert  A.  Schneider 

S/  Philip  S.  Peyser 
Philip  S.  Peyser 

Attorneys  for  Petitioner 
S15  15th  Street,  N.  W. 
Washington,  5,  D.  C. 

Whiteford,  Hart,  Carmody  &  Wilson 
Of  Counsel 


1  APPENDIX  “A” 

The  certificates  of  public  convenience  and  necessity  issued 
to  Delta  Air  Lines,  Inc.  by  the  Civil  Aeronautics  Board 
authorizes  it  to  engage  in  air  transportation  of  persons, 
property  and  mail  over  the  following  routes: 

Route  24: 

(1)  Between  the  terminal  point  Fort  Worth,  Tex.,  the 
intermediate  points  Dallas,  Tex.,  Tyler,  Tex., 
Longview-Kilgore-Gladewater,  Tex.,  Shreveport, 
La.,  Alexandria,  La.,  Baton  Rouge,  La.,  New 
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Orleans,  La.,  Hattiesburg,  Miss.,  Meridian,  Miss., 
and  (a)  beyond  Meridian,  Miss.,  the  intermediate 
points  Birmingham,  Ala.,  and  Atlanta,  Ga.,  and 
(b)  beyond  Meridian,  Miss.,  the  intermediate 
points  Selma,  Ala.,  Montgomery,  Ala.,  Columbus, 
Ga.,  and  Atlanta,  Ga.,  and  (i)  beyond  Atlanta,  Ga., 
the  intermediate  points  Augusta,  Ga.,  Columbia, 
S.  C.,  and  the  terminal  point  Charleston,  S.  C.,  and 
(ii)  beyond  Atlanta,  Ga.,  the  intermediate  point 
Augusta,  Ga.,  and  the  terminal  point  Savannah, 
Ga.,  and  (iii)  beyond  Atlanta,  Ga.,  the  intermedi¬ 
ate  point  Macon,  Ga.,  and  the  terminal  point 
Savannah,  Ga. 

(2)  Between  the  terminal  point  Fort  Worth,  Tex.,  the 
intermediate  points  Dallas,  Tex.,  Tyler,  Tex., 
Longview-Kilgore-Gladewater,  Tex.,  Shreveport, 
La.,  Monroe,  La.,  Jackson,  Miss.,  Meridian,  Miss., 
and  (a)  beyond  Meridian,  Miss.,  the  intermediate 
points  Birmingham,  Ala.,  and  Atlanta,  Ga.,  and 
(b)  beyond  Meridian,  Miss.,  the  intermediate 
points  Selma,  Ala.,  Montgomery,  Ala,  Columbus, 
Ga.,  and  Atlanta,  Ga.,  and  (i)  beyond  Atlanta,  Ga., 
the  intermediate  points  Augusta,  Ga.,  Columbia, 
S.  C.,  and  the  terminal  point  Charleston,  S.  C.,  and 
(ii)  beyond  Atlanta,  Ga.,  the  intermediate  point 
Augusta,  Ga.,  and  the  terminal  point  Savannah, 
Ga.,  and  (iii)  beyond  Atlanta,  Ga.,  the  intermedi¬ 
ate  point  Macon,  Ga.,  and  the  terminal  point 
Savannah,  Ga. 

Route  54: 

(1)  Between  the  terminal  point  Chicago,  Ill.,  the  inter¬ 
mediate  points,  Kokomo,  Ind.,  Anderson-Muncie- 
New  Castle,  Ind.,  Richmond.  Ind.,  Cincinnati,  Ohio, 
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Lexington,  Ky.,  Knoxville,  Tenn.,  Asheville,  N.  C., 
and  Greenville-Spartanburg,  S.  C.,  and  (a)  beyond 
Greenville-Spartanburg,  S.  C.,  the  intermediate 
point  Columbia,  S.  C.,  and  the  terminal  point 
Charleston,  S.  C.,  and  (b)  beyond  Greenville- 
Spartanburg,  S.  C.,  the  intermediate  points 
Augusta,  Ga.,  Savannah,  Ga.,  Brunswick,  Ga.,  and 
Jacksonville,  Fla.,  and  the  terminal  point  Miami, 
Fla.  (said  authorization  as  to  Kokomo,  Ind.,  and 
Richmond,  Ind.  to  expire  3  years  from  the  effec¬ 
tive  date  of  this  certificate,  as  amended) ;  and 

(2)  Between  the  terminal  point  Chicago,  Ill.,  the  inter¬ 
mediate  points  Kokomo,  Ind.,  Anderson-Muncie- 
New  Castle,  Ind.,  Richmond,  Ind.,  Cincinnati,  Ohio, 
Lexington,  Ky.,  and  (a)  beyond  Lexington,  Kv., 
the  intermediate  points  Knoxville,  Tenn.,  Atlanta, 
Ga.,  and  Augusta,  Ga.,  and  (b)  beyond  Lexington, 
Kv.,  the  intermediate  points  Chattanooga,  Tenn., 
Atlanta,  Ga.,  and  Augusta,  Ga.,  and  (i)  beyond 
Augusta,  Ga.,  the  intermediate  point  Columbia, 
S.  C.,  and  the  terminal  point  Charleston,  S.  C.,  and 
(ii)  beyond  Augusta,  Ga.,  the  intermediate  points 
Savannah,  Ga.,  Brunswick,  Ga.,  and  Jacksonville, 
Fla.,  and  the  terminal  point  Miami,  Fla.  (said 
authorization  as  to  Kokomo,  Ind.,  and  Richmond, 
Ind.,  to  expire  3  years  from  the  effective  date  of 
this  certificate,  as  amended). 
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1  In  the 

UNITED  STATES  COURT  OF  APPEALS 
For  the  District  of  Columbia 
No.  10,442 

Northwest  Airlines,  Inc., 

Petitioner , 

— v. — 

Civil  Aeronautics  Board, 

Respondent . 


Petition  of  Northwest  Airlines,  Inc,,  for  Judicial 

Review  of  Order  of  the  Civil  Aeronautics  Board, 

Serial  No.  E-3085 

To  the  Honorable  the  Chief  Justice  and  the  Associate  Jus¬ 
tices  of  the  United  States  Court  of  Appeals  for  the 
District  of  Columbia : 

Northwest  Airlines,  Inc.  (hereinafter  referred  to  as 
“Northwest”)  presents  this  petition  for  judicial  review 
of  an  order  entered  by  the  Civil  Aeronautics  Board  (here¬ 
inafter  referred  to  as  “the  Board”),  and  in  support  thereof 
respectfully  represents  and  alleges  the  following: 

I 

The  Nature  of  the  Proceeding 

1.  This  petition  seeks  review  of  an  order  of  the  Board 
dated  July  29,  1949  and  designated  as  Number  E-3085 
relative  to  a  consolidated  proceeding  (known  as  the  u  Air 
Freight  case,  Docket  810  et  al” — hereinafter  referred  to 
as  “the  proceeding”),  in  which  several  applicants 
2  sought  authority  to  engage  in  the  domestic  air 
transportation  of  cargo  over  routes  and  between 
areas  covering  the  entire  United  States.  The  order  of 
which  review  is  sought  herein  purported  to  authorize  four 
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of  the  applicants  (Slick  Airways,  Inc.,  hereinafter  referred 
to  as  “Slick”,  IT.  S.  Airlines,  Inc.,  hereinafter  referred  to 
as  “U.  S.”,  The  Flying  Tiger  Line,  Inc.,  hereinafter  referred 
to  as  “Flying  Tiger  Line”,  and  Airnews,  Inc.,  hereinafter 
referred  to  as  “Airnews”)  to  engage  in  the  air  transporta¬ 
tion  of  property  only  for  a  period  of  five  years  on  an  area- 
to-area  basis  between  specified  terminals  and  intermediate 
points  throughout  the  United  States.  The  four  certificates 
are  attached  to  and  made  a  part  of  the  Board’s  order. 

II 

Jurisdiction 

2.  This  petition  is  filed  pursuant  to  Section  100(5  of  the 
Civil  Aeronautics  Act  of  1938  (49  U.  S.  C.  Section  646)  and 
Section  10  of  the  Administrative  Procedure  Act  of  1946 
(5  U.  $.  C.  Section  1009).  As  will  appear  hereinafter, 
Northwest  was  a  party  by  intervention  and  has  “substan¬ 
tial  interest”  in  the  order  of  the  Board  complained  of 
herein,  within  the  meaning  of  Section  1006  of  the  Civil 
Aeronautics  Act,  and  Northwest  also  is  a  “person  suffer¬ 
ing  legal  wrong”  and  a  person  “adversely  affected  or 
aggrieved”  by  reason  of  the  Board’s  order  within  the 
meaning  of  Section  10  of  the  Administrative  Procedure  Act. 

III 

The  Relief  Prayed 

3.  Northwest  prays  that  the  following  order  of  the 
Board  be  reviewed  by  this  Court : 

Order  Serial  No.  E-3085,  dated  July  29,  1949,  and 
served  upon  the  parties  on  August  2,  1949,  which 
granted  the  applications  of  Slick  Airways,  Inc.,  U.  S. 
Airlines,  Inc.,  The  Flying  Tiger  Line,  Inc.  and  Air- 
news,  Inc.  for  authority  to  engage  in  the  domestic 
air  transportation  of  cargo. 
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3  and  that  the  entire  order  or  at  least  that  part  which 
authorizes  Flying  Tiger  Line  to  operate  between 
Portland-Seattle  and  Newark-New  York  via  Minneapolis- 
St.  Paul,  Milwaukee,  Chicago,  Detroit  and  Cleveland,  and 
that  part  which  authorizes  U.  S.  Airlines,  Inc.  to  operate 
between  Minneapolis-St.  Paul  and  Chicago  or  between 
Minneapolis-St.  Paul,  Milwaukee,  Detroit  and  Cleveland 
or  any  of  the  points  named  in  paragraph  A  of  the  Certifi¬ 
cate,  be  set  aside  by  this  Court. 

Northwest  requests  that  a  copy  of  this  petition  be  trans¬ 
mitted  to  the  Board,  and  that  the  Board  be  required  to 
certify  and  file  in  this  Court  a  transcript  of  the  record  upon 
which  the  aforesaid  order  was  entered,  in  accordance  with 
Section  1006  of  the  Civil  Aeronautics  Act;  that  upon  the 
review  requested  herein  the  said  order  of  the  Board  be 
set  aside  or  modified  as  requested  and  that  this  Court 
grant  to  Northwest  such  other  and  further  relief  as  the 
Court  may  deem  proper. 

IV 

Statement  of  Facts 

4.  Northwest  is  a  Minnesota  corporation.  For  the  past 
twenty-three  years  Northwest  and  its  predecessor  com¬ 
panies  have  been  engaged  in  the  business  of  transporting 
passengers,  property  (including  air  cargo  such  as  the 
Board  has  authorized  Slick,  Flying  Tiger  Line,  U.  S.,  and 
Airaews,  to  carry)  and  mail  by  aircraft  as  a  common 
carrier. 

5.  Scheduled  interstate  air  transportation  of  persons, 
property  and  mail  can  be  conducted  within  the  United 
States  only  pursuant  to  certificates  of  public  convenience 
and  necessity  issued  by  the  Board  under  Section  401  of 
the  Civil  Aeronautics  Act  of  1938  (49  U.  S.  C.  Section  481). 

6.  Northwest  holds  certificate  of  public  convenience  and 
necessity'  authorizing  it  to  engage  in  domestic  air  trans- 
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portation  of  persons,  property  and  mail  over  Route  3  (from 
Seattle  and  Portland  to  New  York  and  Newark  via  inter¬ 
mediate  points  including  Minneapolis-St.  Paul,  Milwaukee 
and  Detroit,  to  Chicago  from  the  Twin  Cities  and  Mil¬ 
waukee  and  to  Washington  from  Detroit  via  Cleve- 
4  land  and  Pittsburgh)  and  over  foreign  route  No. 

28  from  New  York,  Chicago  and  Minneapolis-St. 
Paul  via  Edmonton,  Alberta,  to  Anchorage,  Alaska,  Tokyo, 
Shanghai  and  Manila  and  from  Seattle  to  Anchorage, 
Alaska,  Tokyo,  Shanghai  and  Manila. 

7.  The  order  herein  complained  of  would  permit  Flying 
Tiger  Line  to  engage  in  the  transportation  of  air  cargo 
between  the  following  routes  in  direct  competition  with  air 
cargo  services  now  authorized  to  and  provided  by  North¬ 
west;  between  Seattle-Portland,  Wenatchee,  Minneapolis- 
St.  Paul,  Milwaukee,  and  Chicago,  and  between  Seattle- 
Portland,  Wenatchee,  Minneapolis-St.  Paul,  Milwaukee, 
Detroit  and  New  York,  as  well  as  Cleveland  and  points 
west  thereof  served  by  Northwest.  Furthermore,  the  Fly¬ 
ing  Tiger  Line  service  would  be  indirectly  competitive  with 
service  offered  by  Northwest  and  other  carriers  between 
points  on  the  route  served  by  both  Northwest  and  Flying 
Tiger  Line  and  points  served  by  Flying  Tiger  Line  and 
other  carriers. 

8.  The  order  herein  complained  of  would  permit  U.  S. 
Airlines,  Inc.  to  engage  in  the  transportation  of  air  cargo 
between  the  following  points  in  direct  competition  with 
air  cargo  services  now  provided  by  Northwest:  Minne¬ 
apolis-St.  Paul,  Milwaukee  and  Chicago,  and  between  Min¬ 
neapolis-St.  Paul,  Milwaukee,  Detroit  and  Cleveland. 
Furthermore  the  17.  S.  Line  service  would  be  indirectly 
competitive  with  service  offered  by  Northwest  and  other 
carriers  between  points  on  the  route  served  by  both  North¬ 
west  and  U.  S.  Line,  and  points  served  by  U.  S.  Line  and 
other  carriers. 
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9.  The  Civil  Aeronautics  Board  consists  of  five  mem¬ 
bers.  The  Board’s  order  of  July  29,  1949  was  concurred 
in  by  Chairman  Joseph  J.  O’Connell,  Jr.,  Vice-Chairman 
Oswald  Ryan  and  Member  Russell  B.  Adams.  Members 
Josh  Lee  and  Harold  A.  Jones  dissented  and  wrote  vigorous 
dissenting  opinions  which  will  be  discussed  in  Northwest’s 

brief  in  support  of  this  Petition. 

5  V 

Statement  of  Points  Upon  which 
Petitioner  Intends  to  rely 

A.  The  Board  has  failed  to  make  the  requisite  jurisdic¬ 
tional  and  evidentiary  findings. 

10.  Section  401(a)  of  the  Civil  Aeronautics  Act  (49 
U.  S.  C.  Section  481)  provides  “No  air  carrier  shall  en¬ 
gage  in  any  air  transportation  unless  there  is  in  force  a 
certificate  issued  by  the  Authority  authorizing  such  air 
carrier  to  engage  in  such  transportation.”  Section  401 
(d)  (1)  sets  forth  the  conditions  under  which  the  Board 
may  issue  such  a  certificate  of  convenience  and  necessity 
as  follows :  “The  Authority  shall  issue  a  certificate  author¬ 
izing  the  whole  or  any  part  of  the  transportation  covered 
by  the  application,  if  it  finds  that  the  applicant  is  fit,  will¬ 
ing,  and  able  to  perform  such  transportation  properly, 
and  to  conform  to  the  provisions  of  this  Act  and  the  rules, 
regulations,  and  requirements  of  the  Authority  hereunder, 
and  that  such  transportation  is  required  by  the  public 
convenience  and  necessity ;  otherwise  such  application  shall 
be  denied.” 

The  order  complained  of  herein  purported  to  authorize 
air  transportation  pursuant  to  Section  401(d)(1)  of  the 
Civil  Aeronautics  Act.  The  Board,  however,  failed  to 
make  the  ultimate  and  subsidiary  findings  required  by 
Section  401(d)(1)  of  the  Civil  Aeronautics  Act  before  a 
certificate  legally  may  be  issued. 
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11.  Section  401(d)(1)  of  the  Civil  Aeronautics  Act 
makes  a  finding  that  the  proposed  transportation  “is 
required  by  the  public  convenience  and  necessity”  a  juris¬ 
dictional  prerequisite  to  the  Board’s  action  in  granting  a 
certificate.  At  pages  37-38  of  the  Board’s  decision  it  is 
stated : 

“We  find  that  the  public  convenience  and  necessity 
clearly  require  temporary  certification  of  a  limited 
number  of  all-freight  carriers  at  this  time.” 

A  finding  that  “the  public  convenience  and  necessity  *  *  * 
require  temporary  certification  of  *  *  *  [four]  all-freight 
carriers”  is  not  a  finding  that  any  proposed  air  transpor¬ 
tation  is  required  by  the  public  convenience  and  necessity. 

Section  401(d)  of  the  Act  specifically  requires  that 
6  the  finding  as  to  public  convenience  and  necessity 
be  directly  related  to  the  transportation  proposed 
in  an  application,  and  a  finding,  in  gross,  that  a  certain 
number  of  carriers  is  required  does  not  meet  the  plain 
requirements  of  the  law.  The  failure  of  the  Board  to  make 
the  required  finding  was  not  an  oversight,  as  is  hereinafter 
set  forth  and  is  fatal  to  its  jurisdiction  to  issue  the  order 
complained  of  herein. 

12.  The  Board’s  jurisdiction  to  issue  certificate  of  pub¬ 
lic  convenience  and  necessity  authorizing  applicants  to 
provide  additional  air  cargo  transportation  between  cities 
now  provided  air  cargo  transportation  depends,  in  part, 
upon  a  finding  by  the  Board  that  the  public  convenience 
and  necessity  require  additional  air  cargo  transportation 
between  those  specific  cities.  The  only  “findings”  made  by 
the  Board  with  respect  to  the  public  convenience  and 
necessity  of  additional  air  transportation  between  cities 
served  by  Northwest  are: 

“On  the  basis  of  the  foregoing,  we  find  that  there  is  a 
need  for  the  certification  of  two  property-only  air  car- 
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riers  over  the  major  transcontinental  route  connecting 
the  California,  North  Central,  and  Northeast  areas. 
The  first  of  these  can  logically  integrate  a  service  to 
the  Northwest  area  in  its  operations,  and  the  second 
will  include  the  Texas  area  intermediate  to  the  Cali¬ 
fornia-North  Central  service'’  (Decision,  p.  48), 

and 

“Such  considerations  lead  us  to  conclude  that  the 
authorization  of  one  property-only  carrier  to  operate 
north-south  between  the  Northeast  and  North  Central 
areas,  on  the  one  hand,  and  the  Southeast  and  Louisiana 
areas,  on  the  other,  is  required  by  the  public  conven¬ 
ience  and  necessity  and  is  necessary  to  round  out  the 
coverage  in  property-only  service”  (Decision,  p.  49). 

Such  recitals  do  not  constitute  legally  adequate  findings 
that  additional  air  cargo  transportation  is  required  over 
the  routes  and  between  the  cities  served  by  Northwest. 
A  finding  that  the  public  convenience  and  necessity  re¬ 
quires  air  cargo  transportation  between  the  Northwest  area 
and  the  North  Central  area  and  the  Northeast  does  not 
constitute  a  finding  that  additional  air  cargo  transpor¬ 
tation  is  required  between  Seattle-Portland,  Twin 
7  Cities,  Chicago,  Detroit  and  New  York,  for  example, 
and  a  finding  that  air  cargo  transportation  is  re¬ 
quired  between  the  North  Central  area  and  the  Southeast 
area  does  not  constitute  a  finding  that  additional  air  cargo 
transportation  is  required  between  the  Twin  Cities  and 
Milwaukee,  Chicago,  Detroit,  Cleveland  and  Miami,  for 
example. 

The  Act  plainly  requires  that  certificates  of  public  con¬ 
venience  and  necessity  specify  the  points  to  be  served, 
and  any  finding  as  to  the  need  for  any  proposed  transpor¬ 
tation  must  relate  to  those  points.  A  finding  as  to  an  al¬ 
leged  need  for  areas  for  services  plainly  is  insufficient. 
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Certainly  the  Act  contemplates  service  between  points 
not  areas.  Furthermore  the  Act  requires  that  the  certifi¬ 
cate  holder  be  obliged  to  serve  the  points  named  in  the 
certificate  on  a  regular  scheduled  basis  and  not  on  a 
“demand”  basis. 

13.  Even  though  the  Board  has  made  recitals  in  its 
decision  which  superficially  may  appear  to  be  findings  of 
public  convenience  and  necessity,  they  are  not  true  legal 
findings  at  all.  For  example,  at  pages  37-3S  of  its  decision, 
as  noted  in  paragraph  14  above,  the  Board  stated: 

“We  find  that  the  public  convenience  and  necessity 
clearly  require  temporary  certification  of  a  limited 
number  of  all-freight  carriers  at  this  time.” 

Standing  alone  that  statement  has  the  superficial  appear¬ 
ance  of  a  finding  of  public  convenience  and  necessity.  But 
then  the  Board  explains  what  it  means  by  that  “finding”, 
saying  (Decision,  p.  38) : 

“We  view  the  certificated  period  herein  authorized  as 
part  of  a  developmental  or  test  period  which  will  sup¬ 
ply  evidence  to  chart  the  more  distant  course.  We  find 
that  there  is  a  public  need  for  a  test  of  all  cargo 
carriage  by  carriers  concentrating  on  all-freight  ser¬ 
vice  under  temporary  certificates  of  public  convenience 
and  necessity.  Such  action  will  give  stability  to  those 
operations  over  a  fair  trial  period.  At  the  end  of  that 
time  the  Board  will  be  in  a  position  to  make  a  sound 
appraisal  of  the  economic  potentialities  of  the  opera¬ 
tions.” 

In  other  words,  what  at  first  purports  to  be  an  ultimate 
finding  that  the  services  of  several  all-cargo  carriers  be¬ 
tween  various  areas  are  required  by  the  public  convenience 
and  necessity  is  revealed  to  be  no  more  than  a  finding  that 
an  experiment  should  be  conducted  to  determine 
8  whether  such  services  are  in  fact  required.  Such 
clearly  is  not  a  finding  that  the  proposed  transpor- 
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tation  is  required.  Indeed,  the  Board’s  statement  speci¬ 
fically  postpones  any  finding  of  public  need  for  such 
transportation,  and  demonstrates  that  no  such  finding  could 
be  made  now,  under  the  Act.  Such  a  conclusion  requires 
denial  of  the  Application. 

The  Board’s  decision  indicates  clearly  that  the  Board 
does  not,  at  this  time,  have  sufficient  information  before 
it  to  make  a  finding  that  the  air  transportation  under 
consideration  is  required  by  the  public  convenience  and 
necessity.  The  Civil  Aeronautics  Act  give  the  Board  no 
authority  to  run  an  experiment  to  see  if  such  transporta¬ 
tion  is  required  by  the  public  convenience  and  necessity. 
It  must  make  a  finding  that  such  transportation  is  so 
required  at  the  present  time.  In  the  absence  of  such  a 
finding,  its  action  in  certificating  four  all-cargo  applicants 
exceeds  the  authority  delegated  to  it  by  Congress  through 
the  Civil  Aeronautics  Act. 

There  are  numerous  other  examples  in  the  Board’s  deci¬ 
sion  of  what  appear  superficially  to  be  findings  of  fact 
but  which  really  are  not  findings  at  all  because  they  are 
so  qualified  by  ambiguous  or  indefinite  words  as  to  be 
meaningless,  or  because  they  are  inconsistent  with  other 
statements  of  the  Board. 

14.  In  its  earlier  decisions  the  Board  has  spelled  out 
many  times  the  subsidiary  findings  which  are  essential  to 
an  ultimate  finding  of  public  convenience  and  necessity. 
In  Eastern  Air  Lines,  Inc..  St.  Louis-N ashville-Muscle 
Shoals  Operation,  1  C.  A.  A.  792,  795  (1940),  for  example, 
the  Board  stated: 

“The  Authority  in  several  opinions  relative  to  new 
route  applications  and  applications  for  the  extension 
of  existing  routes  has  discussed  the  meaning  of  the 
term  'public  convenience  and  necessity’  and  has  out¬ 
lined  in  detail  the  considerations  which  govern  it  in 
the  disposition  of  such  applications.  These  opinions 
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indicate  that  the  primary  questions  to  be  considered 
are,  in  substance,  whether  the  new  service  will  serve  a 
useful  public  purpose  responsive  to  a  public  need; 
whether  this  purpose  can  and  will  be  served  adequately 
by  existing  routes  or  carriers;  whether  it  can  be 
served  by  the  applicant  without  impairing  the  opera¬ 
tions  of  existing  carriers  contrary  to  the  public  inter¬ 
est;  and  whether  the  cost  of  the  proposed  service  to 
the  government  will  be  outweighed  by  the  benefit  which 
will  accrue  to  the  public  from  the  new  service.” 

9  Northwest  alleges  that  air  cargo  transportation 

serves  a  useful  public  purpose,  but  further  alleges 
that  the  Board  has  not  made,  and  could  not  make,  a  find¬ 
ing,  which  is  essential  to  its  certification  of  additional 
cargo-only  carriers,  that  such  public  purpose  could  not  be 
adequately  provided  by  existing  routes  or  carriers. 

Northwest  further  alleges  that  the  Board  has  specifically 
refused  to  find  that  the  existence  of  the  applicants  as 
scheduled  cargo  carriers  operating  under  the  Board’s 
exemption  has  had  anything  to  do  with  the  growth  of  air 
cargo  in  the  past,  saying  (Decision,  p.  32) : 

“During  the  period  of  growing  operations  by  some 
of  the  applicants  as  scheduled  cargo  carriers  under 
section  292.5  of  the  Board’s  Regulations,  the  air  freight 
carried  by  the  certificated  carriers  increased  tremen¬ 
dously.  It  is  neither  possible  nor  necessary  to  deter¬ 
mine  whether  this  growth  must  be  credited  primarily 
to  the  spur  of  competition  provided  by  the  cargo  car¬ 
riers,  or  whether  the  growth  would  have  occurred 
without  them.” 

It  is  further  alleged  that  if,  as  must  be  assumed  from 
that  statement  of  the  Board,  air  cargo  might  have  been 
developed  to  the  same  extent  in  the  past  without  the  opera¬ 
tions  of  the  applicants,  the  Board  has  no  basis  of  fact  for 
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concluding  that  air  cargo  cannot  be  fully  developed  in  the 
future  by  the  presently  certificated  carriers. 

Northwest  alleges  and  shows  the  Court,  that  the  Board’s 
decision  in  this  case  represents  a  complete  abandonment  of 
the  sound  public  convenience  and  necessity  standards  estab¬ 
lished  in  its  previous  decisions.  It  is  wholly  deficient  with 
respect  to  specific  findings  as  to  each  of  the  individual 
routes  certificated  and  each  of  the  four  primary  questions 
of  public  convenience  and  necessity  set  out  in  the  above 
quotation. 

15.  Northwest  alleges  that  it  is  fundamental  to  any 
finding  of  public  convenience  and  necessity  for  air  trans¬ 
portation  between  any  two  points  that  some  estimate  of 
the  potential  traffic  which  may  be  expected  to  move  between 
those  points  at  some  particular  moment  be  made.  The 
Board  has  found  only  that  there  is  “an  existing  potential 

domestic  traffic  for  air  freight  of  not  less  than  one 
10  billion  ton-miles  annually”  (Decision,  p.  22).  It  is 
not  stated  at  which  time  that  potential  may  be  trans¬ 
lated  into  actual  traffic, — whether  within  the  period  for 
which  the  applicants  have  been  temporarily  certificated  or 
not, — or  between  which  points  such  potential  exists.  Even 
more  fundamental  there  is  no  finding  that  such  potential 
ever  will  be  converted  to  actual  traffic.  Obviously,  a  “find¬ 
ing”  that  there  exists  a  nationwide  reservoir  of  one  billion 
ton-miles  of  air  freight  is  meaningless,  particularly  when 
it  comes  to  appraising  the  public  convenience  and  necessity 
for  Seattle-Twin  Cities-New  York  air  cargo  service,  for 
example,  and  such  a  “finding”  could  not  be  considered  as 
providing  any  support  for  a  finding  of  public  convenience 
and  necessity  for  a  Seattle-Twin  Cities-New  York  air 
cargo  service. 

16.  It  is  further  alleged  that  the  Board  has  not  made  the 
required  ultimate  finding  of  fact  that  U.  S.  is  “fit,  willing, 
and  able  to  perform  such  transportation  properly,  and  to 
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conform  to  the  provisions  of  this  Act  and  the  rules,  regu¬ 
lations,  and  requirements  of  the  Authority  hereunder  .  .  .” 
At  page  61  of  its  decision  the  Board  states  clearly  that 
“Airnews  is  fit,  willing  and  able  .  .  .”  At  page  67  of  its 
decision  the  Board  states  “There  appears  little  question 
that  both  Slick  and  the  Flying  Tiger  are  fit,  willing,  and 
able  to  perform  the  services  that  we  deem  necessary.”  No 
such  ultimate  finding  of  fitness,  willingness  and  ability  (ex¬ 
cept  a  “conclusion  of  law”  (Decision,  p.  79)  which  is  said 
(Decision,  p.  75)  to  be  based  on  “the  foregoing  findings  of 
fact”)  is  made  as  to  IT.  S.  and  it  must  be  presumed,  in  view 
of  the  clear  findings  as  to  other  applicants,  that  such  finding 
was  not  made  because  the  facts  would  not  support  it. 

17.  It  is  further  alleged  that  the  Board  has  not  made  the 
required  subsidiary  findings  of  fitness,  willingness  and 
ability  as  to  U.  S.  In  Braniff  Airways ,  Inc.  v.  Civil  Aero¬ 
nautics  Board ,  147  F.  (2d)  152  ( App.  D.  C.  1945)  the  Court 
stated : 

11  “The  Board  is  authorized  to  issue  a  certificate 

if  it  finds  that  the  applicant  is  fit,  willing  and 
able  to  perform  such  transportation  properly  .  .  .  and 
that  such  transportation  is  required  by  the  public  con¬ 
venience  and  necessity.  The  Act  does  not  define  ‘fit, 
willing  and  able’  but  the  Board  has  established  these 
tests:  (1)  a  proper  organizational  basis  for  the  con¬ 
duct  of  air  transportation;  (2)  a  plan  for  the  conduct 
of  the  service  made  by  competent  personnel;  (3)  ade¬ 
quate  financial  resources.” 

The  Board  has  recited  (Decision,  p.  70)  that  “Both  U.  S. 
Airlines  and  Willis  [an  unsuccessful  applicant]  .  .  .  have 
adequate  organizations.”  The  Board  has  not  found  that 
U.  S.  presented  “a  plan  for  the  conduct  of  the  service  made 
by  competent  personnel”  or  that  U.  S.  has  “adequate  fi¬ 
nancial  resources.”  On  this  latter  point  the  Board  has 
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found  only  that  “U.  S.  Airlines  would  be  in  better  position 
than  Willis  to  weather  any  economic  difficulty  which  might 
result  from  initial  losses'’  (Decision,  p.  72)  and  that  “lT.  S. 
Airlines  is  in  a  sounder  financial  position  than  Willis”  (De¬ 
cision,  p.  74).  It  is  clear  that  a  finding  that  one  applicant 
is  in  relatively  better  financial  position  than  another  does 
not  constitute  a  legally  adequate  finding  as  to  fitness,  will¬ 
ingness  and  ability. 

B.  The  Findings  of  the  Board  Are  Not  Supported  by 
Substantial  and  Probative  Evidence  Nor  are  They 
Based  Upon  the  Whole  Record. 

IS.  Northwest  further  alleges  and  shows  the  Court  that 
Section  1006(e)  of  the  Civil  Aeronautics  Act  (49  U.  S.  C. 
Section  646(e))  provides,  in  part: 

“The  findings  of  facts  by  the  Authority,  if  supported 
by  substantial  evidence,  shall  be  conclusive.” 

Section  7(c)  of  the  Administrative  Procedure  Act  provides 
in  part : 

. .  no  order  [shall]  be  issued  except  upon  consider¬ 
ation  of  the  whole  record  or  such  portions  thereof  as 
may  be  cited  by  any  party  and  as  supported  by  and  in 
accordance  with  the  reliable,  probative,  and  substan¬ 
tial  evidence.” 

Section  10(e)  of  the  Administrative  Procedure  Act  which 
relates  to  the  scope  of  judicial  review  provides,  in  part, 
that  the  Court  shall  set  aside  agency  action  “unsupported 
by  substantial  evidence”,  and  that: 

“In  making  the  foregoing  determinations  [as  to  the 
disposition  of  a  proceeding  upon  appeal]  the  Court 
shall  review  the  whole  record  or  such  portions  thereof 
as  may  be  cited  by  any  party  ...” 

12  The  Board  has  not  considered  the  whole  record  in 
arriving  at  its  decision  to  certificate  four  all-cargo 
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carriers, — it  has  ignored  a  large  body  of  the  most  valuable 
and  relevant  material  in  the  record.  The  evidence  upon 
which  the  Board  has  relied  is  not  probative,  being  entirely 
discredited  by  more  reliable  and  credible  evidence.  The 
evidence  relied  upon  is  not  substantial  and  is  more  in  the 
nature  of  guesses  and  hypotheses  than  the  solid  and  sub¬ 
stantial  type  of  evidence  contemplated  by  the  statutes. 

19.  That  in  the  summer  of  1947,  the  Board  authorized 
several  of  the  applicants  in  the  Air  Freight  case  to  engage 
in  the  scheduled  common  carriage  of  air  cargo  under  an 
extraordinary  exemption  [Section  292.5  of  the  Board’s 
Regulations]  granted  under  Section  416(b)  of  the  Civil 
Aeronautics  Act  (49  IT.  S.  C.  Section  496).  At  the  time  of 
the  decision  in  this  proceeding  those  applicants  (including 
IT.  S.,  Slick  and  Flying  Tiger  Line)  had  been  operating  as 
scheduled  common  carriers  of  air  cargo  for  approximately 
two  years  pursuant  to  that  exemption.1 

That  by  the  terms  of  the  exemption  the  applicants  have 
been  able  to  operate  on  more  favorable  terms  than  would 
be  the  case  if  they  should  be  awarded  certificates.  Illus¬ 
trative  of  this,  the  exemption,  although  permitting  the  ap¬ 
plicants  the  privilege  of  common  carriage,  relieved  them  of 
the  requirements  of  Section  404  of  the  Civil  Aeronautics 
Act,  which  imposes  the  duty  of  providing  adequate  service. 
In  other  words,  under  their  exemption,  the  applicants  have 
been  able  to  pick  and  choose  the  most  lucrative  business 
and  to  ignore  the  unprofitable.  Furthermore,  it  is  only 
natural  that  the  applicants  have  exerted  their  best  efforts 
during  this  period  of  exempted  operations  in  the  realization 
that  their  chances  for  certificates  would  probably  depend 
upon  the  showing  made  by  them. 

That  the  Board  earlier  recognized  the  value  of  ascertain¬ 
ing  the  results  of  the  applicants’  operations  under  the  ex- 


1  Airnexvs  never  received  authority  to  operate  under  Section  292.5  of 
the  Board’s  Regulations,  but  has  operated  intrastate  in  Texas. 
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eruption  for  the  light  which  such  results  might  shed  upon 
the  desirability  of  certificating  any  of  them  and  upon  their 
fitness,  willingness  and  ability.  Accordingly,  it  reopened 
the  record  in  this  proceeding  on  October  20,  1948 
13  for  the  purpose,  among  others,  of  receiving  evidence 
as  to  those  operations,  stating  in  part  (Order  Serial 
No.  E-2108,  p.  2)  : 

“That  certain  of  the  applicants  in  said  proceeding 
have  been  authorized  for  more  than  a  year  to  operate 
as  common  carriers  of  air  cargo  on  a  scheduled  basis 
pursuant  to  Section  292.5  of  the  Board’s  Economic 
Regulations,  and  more  complete  data  with  respect  to 
the  results  of  such  operations  than  are  presently  con¬ 
tained  in  the  record  should  be  made  available  to  the 
Board  for  determining  the  issues  involved  in  said 
proceeding  .  . 

A  further  hearing  was  held  in  this  proceeding  November 
29,  194S  through  December  S,  1948  for  the  purpose  of  re¬ 
ceiving  the  evidence  referred  to  in  the  record. 

That,  in  reaching  its  decision  in  this  proceeding,  however, 
the  Board  has  entirely,  and  arbitrarily,  ignored  this  valu¬ 
able  evidence  of  actual  operations  in  passing  on  the  ques¬ 
tion  of  whether  the  proposed  operations  are  required  by  the 
public  convenience  and  necessity  and  the  subsidiary  ques¬ 
tions  of  whether  the  proposed  services  would  serve  a  useful 
public  purpose,  whether  that  purpose  could  be  served  ade¬ 
quately  by  existing  routes  or  carriers,  whether  the  public 
purpose  could  be  served  by  the  applicants  without  impair¬ 
ing  the  operations  of  existing  carriers  contrary  to  the  pub¬ 
lic  interest  and  whether  the  cost  of  the  proposed  service  to 
the  government  would  be  outweighed  by  the  benefits  which 
would  accrue  to  the  public  from  such  service.  The  evidence 
of  the  applicants’  actual  operations  would  have  required 
the  Board,  had  it  considered  such  evidence,  to  resolve  each 
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of  the  above  questions  adversely  to  the  applicants  and 
would  have  required  the  denial  of  their  applications. 

That  the  Board  has  entirely,  and  arbitrarily,  ignored  the 
valuable  and  highly  relevant  evidence  adduced  at  the  fur¬ 
ther  hearing  insofar  as  it  bears  on  the  question  of  the  fit¬ 
ness,  willingness  and  ability  of  IT.  S.,  Flying  Tiger  Line, 
and  Slick.  The  Board  properly  considered  and  evaluated 
the  unsuccessful  operating  results  of  other  applicants  which 
it  did  not  certificate  as  relevant  and  pertinent  to  the  dis¬ 
position  of  their  applications.  Such  evidence  as  to 
14  their  unsuccessful  operating  results  was  equally 
necessary  to  the  proper  disposition  of  the  applica¬ 
tions  of  Slick,  U.  S.  and  Flying  Tiger  Line  but  was  er¬ 
roneously  ignored  by  the  Board. 

20.  That  the  Board’s  decision  and  order  is  not  supported 
by  reliable  and  probative  evidence.  For  example,  it  was 
obviously  necessary  that  some  estimate  be  made  of  the  Na¬ 
tion’s  air  cargo  traffic  potential  in  order  to  appraise  the 
probable  traffic  results  of  the  applicants  if  they  should  be 
certificated  and  the  effect  of  such  operations  upon  the  oper¬ 
ations  of  the  existing  carriers.  The  Board  undertook  such 
an  estimate  and  arrived  at  a  flat  figure  (Decision,  p.  22)  of 
“not  less  than  one  billion  ton-iniles  annually.” 

That  estimate  is  not  supported  by  any  substantial  or  pro¬ 
bative  evidence  of  record  in  this  proceeding.  The  Board’s 
own  Examiners  stated  in  their  report  (p.  233) : 

“The  past  traffic  carried  by  the  applicants  is  doubt¬ 
less  the  best  indication  of  what  will  move  in  the  near 
future.” 

The  volume  and  growth  of  traffic  carried  by  all  carriers, 
certificated  and  non-certificated,  at  the  present  time  is  en¬ 
tirely  inconsistent  with  such  an  estimate. 

It  is  further  alleged  that  the  Board  itself  could  not  have 
believed  that  its  estimate  of  traffic  potential  was  supported 
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by  substantial  and  probative  evidence  for  on  May  24,  1949, 
one  month  after  the  Board’s  tentative  decision  in  this  case, 
in  which  it  made  the  same  finding  as  to  traffic  potential  which 
is  contained  in  its  final  decision,  it  stated  as  follows  in  re* 
ply  to  an  inquiry  by  Senator  Charles  Tobey: 

“19.  Do  you  anticipate  a  continued  increase  in  the 
volume  of  freight  traffic  of  similar  proportions 
in  1949  and  1950? 

Although  we  anticipate  continued  growth  in  the 
volume  of  freight  traffic  over  the  next  several  years, 
indications  are  that  the  rate  of  growth  will  not  be  as 
steep  as  that  experienced  over  the  past  two  develop¬ 
mental  years.  Whereas  1948  freight  volume  was  ap¬ 
proximately  double  1947,  reports  for  the  first  two 
months  of  1949  indicate  that  the  present  rate  of  in¬ 
crease  over  the  corresponding  months  of  1948  is  run¬ 
ning  between  30  and  40  percent.  Assuming  reasonably 
stable  business  conditions,  it  would  appear  likely  that 
freight  traffic  will  follow  the  trend  indicated  by  the 
relative  experience  in  the  early  months  of  1949. 
15  However,  it  must  be  recognized  that  freight 

shipments  are  likely  to  be  highly  sensitive  to 
changes  in  rate  levels,  and  a  substantial  drop  in  freight 
rates  might  well  produce  an  acceleration  in  the  growth 
trend.  On  the  other  hand,  freight  rates  must  bear  a 
reasonable  relationship  to  presently  attainable  costs 
and  further  substantial  reductions  in  freight  rates 
might  not  be  practical  until  additional  cost  reductions 
are  accomplished.” 

The  foregoing  official  statement  of  the  Board,  which  was 
specifically  called  to  the  Board’s  attention  during  oral  argu¬ 
ment  in  this  proceeding,  cannot  be  reconciled  with  the  fol¬ 
lowing  statement  of  the  Board  in  its  decision  (pp.  10-11): 

“Nor  do  we  believe  that  a  simple  statistical  projec¬ 
tion  of  the  growth  of  air  freight  over  the  last  two  years 
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into  the  future  is  an  adequate  basis  upon  which  to  de¬ 
termine  the  demand  for  air  traffic.  Such  a  projection 
would  indicate  that  by  1950  there  would  be  an  actual 
air  freight  movement  in  the  vicinity  of  200  million  ton 
miles  annually  and  250  million  ton  miles  by  1953. 
While  we  do  not  ignore  such  a  projected  figure,  we 
believe  that  the  potential  air  freight  market  is  many 
times  greater  than  this  volume  of  traffic.  With  vig¬ 
orous  and  widespread  developmental  and  promotional 
efforts,  it  is  probable  that  a  deeper  penetration  of  air 
freight  potential  will  be  realized  than  purely  statistical 
projections  would  indicate.,, 

That  the  Board,  as  has  been  noted  in  the  preceding  para¬ 
graph,  has  erroneously  chosen  to  ignore  the  “best”  evidence 
and  has  relied  upon  guesses  and  conjectures  as  to  the  “shape 
of  things  to  come”  and  assumptions  unsupported  by  any 
substantial  evidence  of  record.  The  Board’s  estimate  thus 
arrived  at  pure  prophecy  based  on  crystal-gazing,  is  dis¬ 
proved  by  other  more  reliable  evidence,  and  is  not  credible. 

21.  It  is  alleged  that  the  Board’s  findings  (Decision, 
pages  22  ff.)  that  the  applicants  would  not  divert  traffic 
from  the  certificated  carriers  is  not  supported  by  substan¬ 
tial  and  probative  evidence.  Such  a  finding  is  supported 
only  by  the  self-serving  declarations  of  the  applicants. 
Reliable  and  substantial  evidence  of  record,  evidence  of  the 
applicants’  past  operations,  shows  that  the  applicants  have 
diverted  large  volumes  of  traffic  from  the  certificated  car¬ 
riers  and  the  only  reasonable  finding  which  the  Board 
could  have  made  would  be  that  such  diversion  would  con¬ 
tinue  if  the  applicants  were  certificated. 

16  22.  It  is  alleged  that  the  Board’s  findings  as  to  the 

fitness,  willingness  and  ability  of  the  applicants  are 
not  supported  by  substantial  and  probative  evidence.  For 
example,  as  has  been  pointed  out  above,  one  of  the  tests  of 
fitness,  willingness  and  ability  is  the  adequacy  of  financial 
resources.  There  is  no  substantial  or  probative  evidence  of 
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record  to  the  effect  that  either  Slick,  U.  S.,  Flying  Tiger 
Line  or  Aimews  has  adequate  financial  resources  to  conduct 
the  operations  for  which  it  has  been  certificated.  That  the 
Board  has  found  (Decision,  pp.  65-66)  that  Capital  Air¬ 
lines,  Inc.,  which  was  a  much  stronger  applicant,  with  access 
to  far  greater  resources,  had  not  sufficiently  shown  how 
it  could  raise  the  necessary  capital.  Capital’s  showing  on 
this  point  was  much  stronger  than  the  showing  of  U.  S., 
Slick,  Flying  Tiger  Line  or  Aimews. 

C.  The  Decision  and  Order  of  the  Board  are  contrary  to 
the  overwhelming  weight  of  the  evidence . 

23.  Northwest  alleges  and  shows  the  Court  that  the  over¬ 
whelming  weight  of  the  evidence  in  this  proceeding  indi¬ 
cates  that  the  proposed  services  of  LT.  S.,  Slick,  Flying  Tiger 
Line  and  Airnews  are  not  required  by  the  public  conven¬ 
ience  and  necessity  and  that  those  applicants  are  not  fit, 
willing  and  able  to  perform  the  proposed  transportation  in 
accordance  with  the  Civil  Aeronautics  Act  and  the  Board’s 
Regulations.  The  Board  ought,  therefore,  to  have  issued 
a  decision  and  order  in  accordance  with  the  preponderance 
of  the  evidence  and  should  have  denied  the  applications 
above  referred  to.  The  Board  has  committed  reversible 
error  in  arbitrarily  refusing  to  deny  such  applications. 

D.  The  Board  has  Exceeded  Its  Statutory  Authority . 

24.  Section  2(d)  and  (e)  of  the  Administrative  Pro¬ 
cedure  Act  provides : 

“(d)  Order  and  Adjudication. — ‘Order’  means  the 
whole  or  any  part  of  the  final  disposition  (whether 
affirmative,  negative,  injunctive,  or  declaratory  in 
form)  of  any  agency  in  any  matter  other  than  rule 
making  but  including  licensing.  ‘Adjudication’  means 
agency  process  for  the  formulation  of  an  order. 

17  “(e)  License  and  Licensing. — ‘License’  in¬ 

cludes  the  whole  or  part  of  any  agency  permit, 


123 


Petition  of  Northwest  Airlines ,  Inc.,  for  Review 

certificate,  approval,  registration,  charter,  member¬ 
ship,  statutory  exemption  or  other  form  of  permission. 
‘Licensing’  includes  agency  process  respecting  the 
grant,  renewal,  denial,  revocation,  suspension,  annul¬ 
ment,  withdrawal,  limitation,  amendment,  modification, 
or  conditioning  of  a  license.” 

In  passing  upon  the  applications  of  U.  S.,  Slick,  Flying 
Tiger  Line  and  Airnews  for  certificates  of  convenience  and 
necessity  the  Board  was  exercising  an  adjudicatory  func¬ 
tion  and  it  was  obligated  carefully  to  weigh  and  evaluate  all 
evidence  of  record.  The  Board’s  decision,  however,  makes  it 
clear  that  it  did  not  respect  such  duty.  At  page  27  of  its 
decision  it  states  that  the  issues  in  the  case  are  promotional 
rather  than  regulatory.  At  pages  29-30  of  the  Board’s  de¬ 
cision  it  is  stated: 

.  .  we  cannot  agree  with  the  contention  that  the 
issue  of  public  convenience  and  necessity  in  the  present 
case  is  to  be  resolved  solely  upon  the  basis  of  past  and 
current  facts  -whose  weight  must  be  strictly  weighed 
as  in  adjudication  of  a  factual  issue  in  a  court  of  law. 
Our  decision  must  also  take  into  account  and  give  ap¬ 
propriate  weight  to  broad  considerations  of  future  wel¬ 
fare  related  to  the  development  of  a  new  type  of  air 
commerce  which  until  a  comparatively  recent  time  has 
received  little  attention.  Such  an  approach  must  neces¬ 
sarily  be  predicated  upon  future  estimates  as  well  as 
present  facts  for  it  is  keyed  to  future  goals  and  an 
effort  to  envisage  the  shape  of  things  to  come.” 

The  inference  is  clear  that  if  the  Board  had  properly  weigh¬ 
ed  and  evaluated  the  available  evidence  of  record  it  would 
have  been  required  to  deny  the  applications. 

It  is  alleged  that  the  “encouragement  and  development  of 
civil  aeronautics”  is  defined  in  Section  2  of  the  Civil  Aero¬ 
nautics  Act  as  one  of  the  components  of  public  convenience 
and  necessity.  Thus,  if  the  evidence  shows  that  a  proposed 
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service  will  encourage  and  develop  civil  areonautics,  and 
the  Board  so  finds,  then  the  applicant  is  one  step  further 
toward  a  certificate  of  convenience  and  necessity.  But  the 
Board  has  misconstrued  the  Act  to  mean  that  it  may  find  a 
proposed  service  w’ill  develop  air  commerce  without  regard 
to  the  evidence  of  record  (Decision,  pages  27-33).  Such  a 
construction  of  the  Civil  Aeronautics  Act  is  erroneous  and 
the  Board’s  action  pursuant  to  such  erroneous  statu- 
1S  tory  construction  renders  its  decision  and  order  null 
and  void. 

The  suggestion  that  the  Board  may  ignore  the  type  of 
facts  and  evidence  upon  which  courts  rely,  and  may  substi¬ 
tute  therefor  its  supposed  expert  knowledge  of  the  “shape 
of  things  to  come”  is  at  war  with  the  clear  provisions  of 
the  Civil  Aeronautics  Act  and  the  Administrative  Pro¬ 
cedure  Act.  Section  1005(f)  of  the  Civil  Aeronautics  Act 
requires  that  “every  order  of  the  Authority  shall  set  forth 
the  findings  of  fact  upon  which  it  is  based,”  thus  clearly 
demonstrating  that  orders  must  be  based  on  facts,  not 
fancies.  Likewise,  Section  1006(e)  provides  that  on  judicial 
review  “The  findings  of  facts  by  the  Authority,  if  support¬ 
ed  by  substantial  evidence,  shall  be  conclusive.”  Section 
10(e)  of  the  Administrative  Procedure  Act  requires  the 
reviewing  court  to  set  aside  agency  action  which  is  “un¬ 
supported  by  substantial  evidence.”  The  fact  that  Cong¬ 
ress  provided  for  judicial  review’  of  the  Board’s  orders  suf¬ 
ficiently  demonstrates  that  the  Board  must  act  on  the  basis 
of  evidence  which  a  court  can  review.  If  that  were  not  true, 
judicial  review  w’ould  be  a  futility,  as  the  court  obviously 
cannot  review  the  Board’s  alleged  power  to  foresee  the 
“shape  of  things  to  come”.  This  is  not  to  say  that  the  Board 
has  no  latitude  within  w’hich  to  exercise  its  expert  judgment. 
The  point  is  simply  that  the  Board  must  base  its  judgment 
of  the  future  on  facts  shown  by  evidence  of  record — the 
kind  of  evidence  which  courts  and  other  administrative 
agencies  customarily  consider. 
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25.  Northwest  alleges  that  the  Board  erred  in  granting 
the  applicants  authority  not  applied  for.  The  Board  has 
granted  the  applicants  authority  to  operate  between  points 
and  to  carry  traffic  where  such  authority  was  not  contem¬ 
plated  by  any  applications  filed  by  such  applicants. 

The  Board  worked  out  a  scheme  of  six  routes  covering 
the  entire  country  which  it  found  to  warrant  experimental 
all-property  operation,  connecting  areas  designated  as 
California,  Northwest,  Texas,  North  Central,  Northeast 
and  Southeast,  and  proceeded  to  allocate  these  routes 
among  the  applicants  on  the  theory  that  such  applicants 
requested  certification  over  routes  reasonably  conforming 
thereto.  Flying  Tiger  Line  was  granted  what  in  effect 
19  is  a  route  between  Portland-Seattle,  Twin  Citi.es, 
Milwaukee,  Chicago,  Detroit  and  New  York  despite 
the  fact  that  it  did  not  apply  for  such  route  and  its  own 
witness  disclaimed  interest  in  such  a  route  at  the  reopened 
hearing  after  the  examiners  had  made  their  recommenda¬ 
tions.  Mr.  Prescott,  President  of  the  Flying  Tiger  Line 
testified  on  December  6,  194S  in  response  to  a  question  as  to 
why  Flying  Tigers  had  not  attempted  to  serve  Seattle  as 
authorized  by  exemption  (Tr.  761) :  “Well  see,  if  you  will 
look  at  the  map,  Mr.  Cusick,  you  will  get  a  fair  answer  out 
of  that.  Seattle  is  stuck  off  up  there  by  itself.  We  hap¬ 
pened  to  get  it.  This  authorization  just  fell  on  us  out  of 
the  sky.  We  had  no  choice  in  picking  the  towns  that  we 
would  be  authorized  to  serve.  Seattle  is  up  there  all  by  it¬ 
self  and  you  have  got  to  go  clear  from  Seattle  to  Chicago 
before  you  have  any  other  freight  or  any  other  authorized 
point.” 

Similarly,  U.  S.  Airlines  was  granted  for  what,  in  effect, 
is  a  route  between  the  Twin  Cities,  Milwaukee,  Chicago, 
Detroit,  Cleveland  and  Miami  although  the  Twin  Cities  are 
nowhere  specified  in  its  application. 

This  Court  in  the  case  of  State  Airlines ,  Inc.  v.  Civil 
Aeronautics  Board  on  April  6, 1949  held  that  the  Board  was 
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without  power  to  award  a  route  and  a  certificate  to  a  person 
who  was  not  an  applicant  for  the  route  and  who  has  not 
offered  evidence  of  the  fitness,  willingness  and  ability  to 
operate  such  route. 

In  the  case  of  the  Flying  Tiger  Line,  not  only  was  Seattle- 
Portland,  Twin  Cities,  Milwaukee  or  Chicago  not  applied 
for,  but  the  applicant  affirmatively  disclaimed  its  interest 
in  such  route. 

In  the  case  of  U.  S.  Airlines,  the  Twin  Cities  was  not 
named  in  its  application  and  no  evidence  was  offered  by  it 
as  to  the  need  for,  or  its  fitness,  willingness  and  ability  to 
operate  to  the  Twin  Cities.  The  U.  S.  application  and  proof 
was  confined  to  routes  between  Florida  and  New  York  and 
Florida  and  Chicago  and  did  not  extend  to  the  Twin  Cities. 

Northwest  alleges  that  the  Board  in  thus  acting,  delib¬ 
erately  ignored  the  decision  of  this  Court  in  the  State  Air¬ 
lines  case,  although  such  decision  was  repeatedly  called 
to  its  attention. 

20  E.  The  Board  has  denied  Northwest  a  fair  hearing. 

26.  Northwest  alleges  that  the  Board’s  procedure 
in  handling  the  case  has  denied  Northwest  a  fair  hearing. 
Northwest  pointed  out  to  the  Board  in  the  Spring  of  1948 
the  vital  necessity  for  reopening  the  record  so  as  to  in¬ 
clude  therein  the  results  of  the  applicants’  operations 
under  Sections  292.5  of  the  Board’s  Economic  Regulations 
and  more  recent  evidence  as  to  the  cargo  operations  of 
the  certificated  carriers.  The  Board  did  not  grant  North¬ 
west’s  request  until  after  oral  argument  in  September, 
194S,  on  the  old,  stale  record,  and  then  only  to  the  extent 
of  reopening  the  record  to  permit  further  evidence  as  to 
the  applicants’  operations — not  those  of  Northwest  and 
the  other  certificated  carriers. 

Following  the  further  hearing  the  Board  arbitrarily 
refused  to  allow  oral  argument  as  to  the  matters  brought 
out  at  the  reopened  hearing,  but  issued  a  tentative  de- 
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cision  in  virtually  the  identical  language  of  its  final  de¬ 
cision  before  oral  argument  as  to  the  new  evidence  of 
record. 

Northwest  further  alleges  that  the  Board  issued  ex 
parte  Economic  Regulations  292.5  on  May  5,  1947  exempt¬ 
ing  those  air  cargo  carriers  who  had  applications  for  cer¬ 
tificates  of  public  convenience  and  necessity  then  pending 
from  the  certificate  requirements  of  the  Act.  This  exemp¬ 
tion  order  contained  a  finding  declared  to  be  based  in  part 
on  the  record  in  this  very  proceeding  even  before  the  Ex¬ 
aminers  had  issued  their  report  that  a  public  need  exists 
for  those  cargo-only  carriers  then  operating  without  au¬ 
thority  of  law. 

Thus  the  Examiners,  ten  months  before  submitting 
their  report,  were  confronted  with  a  pre-judgment  by  the 
Board  on  this  record.  Certainly  this  is  an  abuse  of  pro¬ 
cedural  due  process  and  prejudiced  Petitioner’s  right  to 
a  fair  hearing. 

This  arbitrary  procedure  has  resulted  in  denying  North¬ 
west  a  fair  hearing. 

21  27.  Northwest  alleges  that  the  decision  and  order 

herein  complained  of  are  arbitrary,  capricious,  an 
abuse  of  discretion  and  contrary  to  law.  The  Board  did  not 
make  jurisdictional  findings  required  by  the  Civil  Aeronau¬ 
tics  Act  and  it  did  not  make  subsidiary  evidentiary  findings 
logically  required  to  support  its  ultimate  findings.  The 
Board’s  decision  was  not  based  on  the  whole  record  and 
contains  findings  of  fact  and  of  ultimate  conclusions  which 
are  not  supported  by  substantial  reliable  and  probative 
evidence.  The  Board  failed  to  make  findings  on  various 
points  and  issues  which  were  presented  to  the  Board  for 
decision  by  Northwest. 

28.  The  granting  of  the  certificates  to  the  applicants  au¬ 
thorizing  service  between  many  of  the  points  served  by 
Northwest  will  result  in  destructive  competition  for 
and  loss  of  traffic  by  Petitioner,  contrary  to  the  public 
interest.  Petitioner  will  suffer  substantial  and  irreparable 
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injury  as  a  result  of  such  order  unless  such  order  is  set 
aside  or  modified  as  requested  herein. 

VI 

Prayer  for  Relief 

Wherefore,  Northwest  prays  that  the  order  of  the  Civil 
Aeronautics  Board  herein  complained  of  be  reviewed  by 
this  Court,  that  a  copy  of  this  petition  be  transmitted  to 
the  Board,  and  that  the  Board  be  required  to  certify  and 
file  in  this  Court  a  transcript  of  the  record  upon  which  the 
aforesaid  order  was  entered,  in  accordance  with  Section 
1006  of  the  Civil  Aeronautics  Act;  that  upon  the  review 
requested  herein  the  said  order  of  the  Board  be  set  aside 
or  modified  as  requested  herein  and  that  this  Court  grant 
to  Northwest  such  other  and  further  relief  as  the  Court 
may  deem  proper. 

Northwest  Airlines,  Inc. 

/s/  Seth  W.  Richardson 
Seth  W.  Richardson 
Bowen  Building 
Washington,  D.  C. 

/s/  C.  Edw’ard  Leasure 
C.  Edward  Leasure 
1518  K  Street,  N.  W. 
Washington,  D.  C. 

/s/  A.  E.  Floan 
A.  E.  Floan 
1885  University  Avenue, 

St.  Paul,  Minn. 

Davies,  Richberg,  Beebe,  Busick 
&  Richardson, 

Bowen  Building, 

815  Fifteenth  Street,  N.  W. 

Washington,  D.  C. 

Of  Counsel 
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Before  the  Civil  Aeronautics  Board 

In  the  matter  of  the  Application  of  the  Airnews,  Inc.  of 
San  Antonio,  Texas,  for  a  permanent  or  temporary  Cer¬ 
tificate  of  Public  Convenience  and  Necessity  under  Section 
401  of  the  Civil  Aeronautics  Act  of  1938,  as  amended. 

To  the  Honorable, 

The  Civil  Aeronautics  Board : 

The  applicant,  Airnews,  Inc.,  whose  address  is  Avenue 
E  and  Third  Street,  San  Antonio,  Texas,  files  this  applica¬ 
tion  for  a  permanent  and/or  temporary  Certificate  of 
Public  Convenience  and  Necessity  under  Section  401  of 
the  Civil  Aeronautics  Act  of  1938,  as  amended,  and  such 
other  sections  thereof  and  such  orders  and  regulations  of 
the  Board  as  may  be  applicable,  for  authorization  to  en¬ 
gage  in  transportation  as  an  air  carrier  of  mail  and  prop¬ 
erty  over  the  routes  detailed  herein  or  such  modifications 
or  substitutions  of  routes  as  the  Board  may  find  to  be 
required  for  public  convenience  and  necessity. 

In  support  whereof,  Applicant  submits : 

1.  Applicant 

Applicant  is  a  Texas  corporation  with  a  business  ad¬ 
dress  at  Avenue  E  and  Third  Street,  San  Antonio, 
Texas,  and  is  engaged  in  air  freight  transportation, 
especially  newspapers,  and  its  stock  is  owned  by  Ex¬ 
press  Publishing  Co.,  engaged  in  the  publication  and 
distribution  of  daily  newspapers. 

2.  Citizenship 

Applicant  is  a  citizen  of  the  United  States  as  defined 
by  Section  1,  Paragraph  13,  of  the  Civil  Aeronautics 
Act  of  1938.  Evidence  in  the  form  of  affidavits  and 
testimony  to  show  that  the  statutory  requirements  of 
citizenship  are  present  will  be  presented  at  the  hear¬ 
ing  to  be  held  pursuant  to  this  application. 
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3.  Authority  Sought 

Authority  is  sought  to  operate  aircraft  in  a  regular 
scheduled  common  carrier  operation  over  routes  herein 
applied  for. 

4.  Routes 

Applicant  requests  a  Certificate  of  Public  Convenience 
and  Necessity  authorizing  common  carrier  transporta¬ 
tion  by  combination  airplane  and  motor  truck  of  mail 
and  property  over  each  of  the  following  routes,  with 
the  identification  of  each  route  for  which  a  certificate 
is  desired,  together  with  terminals  and  intermediate 
points  to  be  served,  with  approximate  mileage  between 
adjacent  points  (Exhibit  1)  shown  as  follows: 

543  Route  A — By  airplane  from  terminal  point  of  San 
Antonio,  Texas,  to  intermediate  points  of 
Beeville,  Texas,  Corpus  Christi,  Texas,  to 
terminal  point  of  San  Antonio,  Texas;  by  truck 
from  intermediate  point  of  Beeville,  to  Norm- 
anna,  Tuleta,  Pettus,  Green,  Kennedy,  Runge, 
Nordheim,  Yorktown,  Cuaro,  Thomaston,  Nurs¬ 
ery,  Victoria,  Fannin,  Goliad,  Berclair,  and  re¬ 
turn  to  Beeville;  by  truck  from  intermediate 
point  of  Corpus  Christi,  to  Clarkwood,  Violet, 
Robstown,  Banquete,  Agua  Dulce,  Alice,  Alfred, 
Orange  Grove,  Sandia,  Mathis,  Tynan,  Skid¬ 
more,  Papalote,  Sinton,  Taft,  Gregory,  Port¬ 
land,  and  return  to  Corpus  Christi,  all  in  Texas. 

Route  B — By  airplane  from  terminal  point  of  San  Antonio, 
Texas,  to  intermediate  points  of  McAllen, 
Texas,  Harlingen,  Texas,  Brownsville,  Texas, 
to  terminal  point  of  San  Antonio,  Texas:  by 
truck  from  intermediate  airplane  point  of  Me 
Allen  to  Mission,  Pharr,  Edinburg,  San  Juan, 
Alamo,  Donna,  Weslaco,  Mercedes,  La  Feria, 
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San  Benito,  Combes,  Sebastian,  Lyford,  Ray- 
inondville,  Santa  Rosa,  La  Villa,  Edconch,  Elsa, 
and  return  to  McAllen,  all  in  Texas. 

Map 

A  map  drawn  to  approximate  scale  is  attached  hereto  and 
made  a  part  hereof  as  Exhibit  1,  showing  the  terminal 
and  intermediate  points  of  each  route  with  mileages  in¬ 
dicated,  and  indicating  possible  air  and  motor  routings. 

Equipment  and  Schedules 

Applicant  proposes  the  use  of  such  approved  and  licensed 
aircraft  as  shall  be  suitable  to  provide  the  services  de¬ 
manded  by  the  public’s  convenience  and  necessity,  and  at 
present  owns  and  is  using  Noorduvn  Norseman  C-64  A’s 
over  the  routes  as  indicated. 

Fitness  and  Ability 

Applicant  does  not  hold  a  Certificate  of  Public  Convenience 
and  Necessity  at  the  present  time,  but  is  conducting  dis¬ 
tribution,  by  air  and  motor  truck,  of  papers  of  the  Express 
Publishing  Co.  over  the  routes  herein  applied  for.  Evi¬ 
dence  in  the  form  of  financial  statements,  affidavits,  etc. 
will  be  submitted  to  the  Board  at  the  hearing  to  be  held 
pursuant  to  this  application  or  in  subsequent  amended 
petitions  showing  the  financial  capability  of  applicant  to 
authorize  and  operate  this  airline,  providing  the  applica¬ 
tion  is  granted  by  the  Board. 

Wherefore,  Applicant  requests  of  the  Board  an  Order 
to  Applicant  a  permanent  and/or  temporary  Certificate 
of  Public  Convenience  and  Necessity  authorizing  Appli¬ 
cant  to  engage  in  the  transportation  by  air  of  mail  and 
property  on  the  routes  set  forth  herein. 

544  The  contents  of  this  application  and  attached  Ex¬ 
hibits  are  true  to  the  best  of  my  knowledge  and 


belief. 
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Dated  this  17  th  day  of  July,  A.  D.  1946,  at  San  Antonio, 
Texas. 


(Signed)  Frank  G.  Huntress,  Jr. 
Frank  G.  Huntress,  Jr. 
President 


Airnews,  Inc. 
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*  •  •  •  * 

Application  of 

National  Skyway  Freight  Corp. 

•  *  •  •  • 

In  support  of  its  application,  the  Applicant,  National 
Skyway  Freight  Corp.,  respectfully  represents  to  the 
Board  as  follows : 

I.  The  name  and  address  of  the  Applicant  is  the  Na¬ 
tional  Skyway  Freight  Corp.,  5925  West  Imperial  High¬ 
way,  Los  Angeles  45,  California 

II.  Applicant  is  a  corporation  created,  organized  and 
existing  under  the  laws  of  the  State  of  Delaware  with  its 
principal  operating  base  at  Los  Angeles,  California.  Ap¬ 
plicant  is  qualified  to  do  business  as  a  foreign  corporation 
in  the  States  of  New  York,  Illinois,  Oklahoma  and  Cali¬ 
fornia. 

III.  Applicant  is  a  citizen  of  the  United  States  within 
the  meaning  of  the  term  as  defined  in  Section  1  (13)  of 
the  Civil  Aeronautics  Act  of  1938,  the  President  and  all 
Directors  and  other  managing  officers  of  the  Applicant 
being  citizens  of  the  United  States,  and  over  75%  of  the 
voting  interest  in  the  Applicant  being  owned  or  controlled 
by  persons  who  are  citizens  of  the  United  States  or  one  of 

its  possessions. 

618  IV.  Applicant  hereby  requests  that  it  be  granted 
a  temporary  or  permanent  Certificate  of  Public 

Convenience  and  Necessity  authorizing  it  to  engage  in  the 
transportation  of  freight  by  air  in  regularly  scheduled 
operations  along  the  routes  set  out  below  from  each  of 
the  points  listed  in  Column  1  to  each  of  the  points  listed 
in  Column  2: 
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Column  1 

Between  the  terminals 

listed  below 

and 


Column  2 

the  terminals 

listed  below 


Los  Angeles,  California 
San  Francisco,  California 
Oakland,  California 
Seattle,  Washington 
Portland,  Oregon 
Salinas,  California 
Bakersfield,  California 
Phoenix,  Arizona 
El  Centro,  California 
Fresno,  California 
Modesto,  California 
Stockton,  California 
Holtville,  California 
Thermal,  California 
Tucson,  Arizona 
Oroville,  California 
Blythe,  California 
B  raw  ley,  California 
San  Mateo,  California 
Wenatchee,  Washington 


Boston,  Massachusetts 
New  York,  N.  Y. 
Philadelphia,  Pa. 

Chicago,  Illinois 
Portland,  Maine 
Oklahoma  City,  Okla. 
New  Orleans,  Louisiana 
Baltimore,  Maryland 
Washington,  D.  C. 
Pittsburgh,  Pa. 
Cincinnati,  Ohio 
St.  Louis,  Missouri 
Cleveland,  Ohio 
Indianapolis,  Indiana 
Detroit,  Michigan 
Dallas-Ft.  Worth,  Texas 
Houston,  Texas 
Dayton,  Ohio 
Fort  Myers,  Florida 


619  Applicant  also  hereby  requests  that  it  be  granted 
a  temporary  or  permanent  certificate  of  Public  Con¬ 
venience  and  Necessity  authorizing  it  to  engage  in  the  trans¬ 
portation  of  freight  by  air  in  regularly  scheduled  operations 
along  the  routes  set  out  below,  which  are  numbered  from 
1  to  56: 


Route  1.  Between  the  terminal  point  Los  Angeles,  Cali¬ 
fornia,  and  the  terminal  point  San  Francisco, 
California. 
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Route  2. 

Route  3. 

Route  4. 

Route  5. 
Route  6. 
Route  7. 
Route  8. 
Route  9. 

Route  10. 

Route  11. 
Route  12. 

Route  13. 

620 

Route  15. 


Flying  Tiger  Application 

Between  the  terminal  point  Los  Angeles,  Cali¬ 
fornia,  and  the  terminal  point  Seattle,  Wash¬ 
ington. 

Between  the  terminal  point  Los  Angeles,  Cali¬ 
fornia,  and  the  terminal  point  Portland, 
Oregon. 

Between  the  terminal  point  Los  Angeles,  Cali¬ 
fornia,  and  the  terminal  point  Oakland,  Cali¬ 
fornia. 

Between  the  terminal  point  Los  Angeles,  Cali¬ 
fornia,  and  the  terminal  point  Mexico,  D.  F. 
Between  the  terminal  point  Chicago,  Illinois, 
and  the  terminal  point  New  Orleans,  Louisiana. 
Between  the  terminal  point  Chicago,  Illinois, 
and  the  terminal  point  Miami,  Florida. 
Between  the  terminal  point  Chicago,  Illinois, 
and  the  terminal  point  Boston,  Massachusetts. 
Between  the  terminal  point  Chicago,  Illinois, 
and  the  terminal  point  Philadelphia,  Pennsyl¬ 
vania. 

Between  the  terminal  point  Chicago,  Illinois, 
and  the  terminal  point  Dallas-Fort  Worth, 
Texas. 

Between  the  terminal  point  Chicago,  Illinois, 
and  the  terminal  point  Mexico,  D.  F. 

Between  the  terminal  point  Baltimore,  Mary¬ 
land,  and  the  terminal  point  New  Orleans, 
Louisiana. 

Between  the  terminal  point  Baltimore,  Mary¬ 
land,  and  the  terminal  point  Chicago, 
Illinois. 

Route  14.  Between  the  terminal 
point  Baltimore,  Maryland,  and  the  ter¬ 
minal  point  Cleveland,  Ohio. 

Between  the  terminal  point  Baltimore,  Mary¬ 
land,  and  the  terminal  point  St.  Louis,  Mis¬ 
souri. 
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Route  16. 
Route  17. 

Route  18. 
Route  19. 
Route  20. 
Route  21. 

Route  22. 
Route  23. 
Route  24. 
Route  25. 
Route  26. 
Route  27. 
Route  28. 
Route  29. 
621 

Route  31. 
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Between  the  terminal  point  Cleveland,  Ohio, 
and  the  terminal  point  Miami,  Florida. 
Between  the  terminal  point  Cleveland,  Ohio 
and  the  terminal  point  Philadelphia,  Pennsyl¬ 
vania. 

Between  the  terminal  point  Philadelphia,  Pa., 
and  the  terminal  point  St.  Louis,  Missouri. 
Between  the  terminal  point  Philadelphia,  Pa., 
and  the  terminal  point  Miami,  Florida. 
Between  the  terminal  point  Philadelphia,  Pa., 
and  the  terminal  point  New  Orleans,  Louisiana. 
Between  the  terminal  point  Indianapolis,  In¬ 
diana,  and  the  terminal  point  New  York,  New 
York. 

Between  the  terminal  point  Indianapolis,  In¬ 
diana,  and  the  terminal  point  Miami,  Florida. 
Betw-een  the  terminal  point  Cincinnati,  Ohio, 
and  the  terminal  point  New  York,  New  York. 
Between  the  terminal  point  Washington,  D.  C., 
and  the  terminal  point  Miami,  Florida. 
Between  the  terminal  point  Washington,  D.  C., 
and  the  terminal  point  New  York,  New  York. 
Between  the  terminal  point  Detroit,  Michigan, 
and  the  terminal  point  New  Orleans,  Louisiana. 
Between  the  terminal  point  Detroit,  Michigan, 
and  the  terminal  point  Miami,  Florida. 
Between  the  terminal  point  Detroit,  Michigan, 
and  the  terminal  point  Boston,  Mass. 

Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Miami,  Florida. 

Route  30.  Between  the  terminal 
point  New  York,  N.  Y.,  and  the  terminal 
point  Chicago,  Illinois. 

Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Detroit,  Michigan. 
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Route  33. 
Route  34. 
Route  35. 
Route  36. 
Route  37. 
Route  38. 
Route  39. 
Rroute  40. 
Route  41. 
Route  42. 
Route  43. 

622 

Route  45. 

Route  46. 

Route  47. 


Flying  Tiger  Application 

Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Pittsburgh,  Pennsyl¬ 
vania. 

Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  New  Orleans,  Louisiana. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  St.  Louis,  Missouri. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Cleveland,  Ohio. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Milwaukee,  Wisconsin. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Minneapolis,  Minnesota. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Kansas  City,  Kansas. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Dallas,  Texas. 

Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Boston,  Massachusetts. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Omaha,  Nebraska. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Houston,  Texas. 
Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Baltimore,  Mary¬ 
land. 

Route  44.  Between  the  terminal 
point  New  York,  N.  Y.,  and  the  terminal 
point  Mexico,  D.  F. 

Between  the  terminal  point  Boston,  Massa¬ 
chusetts,  and  the  terminal  point  Cleveland, 
Ohio. 

Between  the  terminal  point  Boston,  Massa¬ 
chusetts,  and  the  terminal  point  St.  Louis, 
Missouri. 

Between  the  terminal  point  Boston,  Massa¬ 
chusetts,  and  the  terminal  point  Miami, 
Florida. 
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Route  4S. 

Route  49. 
Route  50. 
Route  51. 
Route  52. 
Route  53. 

Route  54. 

Route  55. 

Route  56. 


Between  the  terminal  point  Boston,  Massa¬ 
chusetts,  and  the  terminal  point  New  Orleans, 
Louisiana. 

Between  the  terminal  point  Portland,  Maine, 
and  the  terminal  point  Chicago,  Illinois. 
Between  the  terminal  point  Portland,  Maine, 
and  the  terminal  point  New  York,  N.  Y. 
Between  the  terminal  point  Portland,  Maine, 
and  the  terminal  point  St.  Louis,  Missouri. 
Between  the  terminal  point  Portland,  Maine, 
and  the  terminal  point  Cleveland,  Ohio. 
Between  the  terminal  point  San  Francisco, 
California,  and  the  terminal  point  Seattle, 
Washington. 

Between  the  terminal  point  San  Francisco, 
California,  and  the  terminal  point  Portland, 
Oregon. 

Between  the  terminal  point  Oakland,  Cali¬ 
fornia,  and  the  terminal  point  Seattle,  Wash¬ 
ington. 

Between  the  terminal  point  Oakland,  Cali¬ 
fornia,  and  the  terminal  point  Portland, 
Oregon. 


623  V.  In  the  alternative  to  the  routes  listed  in  Para¬ 
graph  IV  above,  applicant  requests  that  it  be 
granted  a  temporary  or  permanent  Certificate  of  Public 
Convenience  and  Necessity  authorizing  it  to  engage  in  the 
transportation  of  freight  by  air  in  regularly  scheduled 
operations  to  and  from  any  point  within  any  of  the  trad¬ 
ing  areas  show  in  the  map  in  Exhibit  “C”,  attached,  to 
any  point  within  the  same  or  any  other  trading  area 
shown  in  such  exhibit,  said  scheduled  operations  to  be 
conducted  on  the  most  direct  civil  airways  between  such 
points. 

Applicant  is  requesting  a  certificate  in  this  form  since 
it  contends  that  Certificates  of  Public  Convenience  and 
Necessity  granted  to  carriers  of  air  freight  should  be 
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broader  in  scope  than  those  presently  granted  to  certifi¬ 
cated  carriers  of  passengers  and  mail.  Certificated  car¬ 
riers  of  air  freight  should  be  permitted  to  serve  a  number 
of  cities  within  a  given  trading  area;  such  flexibility  is 
necessary  in  order  to  provide  an  air  freight  operator 
with  sufficient  market  area  from  which  to  draw  cargo  at 
all  seasons  of  the  year  and  to  serve  individual  shippers  at 
the  most  convenient  shipping  and  delivery  points. 

VI.  Maps  drawn  approximately  to  scale  are  attached 
hereto  as  Exhibits  “A”,  “B”,  and  “C”.  Exhibits  “A”  and 
“B”  show  the  routes  and  the  terminal  points  on  such  routes 
for  which  Applicant  has  requested  certification  in  Para¬ 
graph  IV  above;  the  heavily  bordered  sections  on  Exhibit 
“C”  are  the  trading  areas  which  would  be  served  by  the 
Applicant  under  the  terms  of  the  Certificate  requested  in 
Paragraph  V  above. 

VII.  Applicant  proposes  to  use  DC-3  and  DC-4  air¬ 
craft  in  the  proposed  scheduled  service.  Applicant  now 
owns  16  DC-3  aircraft  and  2  DC-4  aircraft.  Applicant 
has  placed  orders  with  the  Douglas  Aircraft  Corp.  for  five 
(5)  additional  DC-4  aircraft  which  are  to  be  delivered  on 

or  about  May  1,  1947. 

624  VIII.  Applicant  is  presently  a  private  contract 
air  carrier  and  does  not  now  hold  a  Certificate  of 
Public  Convenience  and  Necessity  from  the  Civil  Aero¬ 
nautics  Board.  The  principal  stockholders  of  the  Appli¬ 
cant  are  not  engaged  in  the  ownership,  operation,  or  man¬ 
agement  of  any  form  of  common  carrier  transportation, 
and  the  Applicant  has  no  affiliates  or  subsidiaries  which 
are  engaged  in  transportation  as  common  carriers. 

IX.  Applicant  seeks  authority  to  transport  freight  as 
a  common  carrier  between  the  points  and  areas  named  in 
Paragraphs  IV  and  V  of  this  application;  however,  in 
the  conduct  of  its  business,  Applicant,  may  upon  occasion, 
transport,  without  compensation,  persons  connected  with 
the  Applicant  or  with  shippers  who  may  use  the  Appli- 
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cant's  service.  In  the  event  authorization  is  needed  for 
such  transportation,  such  authorization  is  hereby  applied 
for.  This  application  may,  if  the  Board  desires,  also  be 
considered  as  an  application  for  the  transportation  of 
mail  and  parcel  post. 

X.  Applicant  is  prepared  to  serve  any  community  along 
the  line  of  flight  described  in  Paragraph  IV  of  this  applica¬ 
tion,  and  also  any  community  within  the  areas  defined  in 
Paragraph  V  of  this  application,  if  the  Board  is  of  the 
opinion  that  such  service  will  advance  the  public  interest, 
and  the  undertaking  appears  to  be  practicable.  The  re¬ 
quest  for  the  specific  routes  made  herein  is  not  to  be  so 
understood  as  to  prevent  the  Civil  Aeronautics  Board 
from  allotting  any  other  routes,  including  or  omitting  any 
or  all  terminal  or  intermediate  points  or  areas  or  chang¬ 
ing  in  any  manner  the  routes  or  areas  described  in  this 
application  which  the  Board  may  find  to  be  required  by 
public  convenience  and  necessity  within  the  general  terri¬ 
tory  Applicant  desires  to  serve. 

Wherefore,  Applicant  requests  that  the  Civil  Aero¬ 
nautics  Board  issue  to  it  a  permanent  or  temporary  Cer¬ 
tificate  of  Public  Convenience  and  Necessity  author- 
625  izing  the  institution  of  the  air  freight  service  de¬ 
scribed  in  Paragraph  IV  and/or  Paragraph  V  of 
this  application; 

A xd,  wherefore,  Applicant  further  requests  that  the 
Civil  Aeronautics  Board  consolidate  this  application  with 
other  applications  to  be  heard  in  the  Air  Freight  Case, 
Docket  No.  810,  et  aL 

National  Skyway  Freight  Corp. 

(Signed)  G.  0.  Noville 

G.  0.  Noville 

Executive  Vice  President 


i 
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Amendment  I 
Application  of 

NATIONAL  SKYWAY  FREIGHT  CORP. 


*  •  •  *  * 

Applicant,  National  Skyway  Freight  Corp.,  has  here¬ 
tofore  filed  with  the  Civil  Aeronautics  Board  an  appli¬ 
cation  for  a  Certificate  of  Public  Convenience  and  Ne¬ 
cessity  for  authorization  to  engage  in  the  schedule  trans¬ 
portation  of  airfreight  between  the  points  and  areas  de¬ 
tailed  in  such  application.  Such  application  has  been  given 
Docket  No.  2467  by  the  Board. 

Inasmuch  as  applicant  has  requested  that  its  application 
be  consolidated  with  other  applications  to  be  heard  in  the 
Airfreight  Case,  Docket  No.  810  et  aL,  which  case  is  to 
be  concerned  solely  with  applications  for  the  scheduled 
transportation  of  property  and  mail  within  the  limits  of 
the  continental  United  States,  applicant  respectfully  re¬ 
quests  that  the  following  routes  be  deleted  from  those  con¬ 
tained  in  its  original  application: 

Route  5.  Between  the  terminal  point  Los  Angeles, 

California,  and  the  terminal  point  Mexico, 
D.  F. 

Route  11.  Between  the  terminal  point  Chicago,  Illi¬ 
nois,  and  the  terminal  point  Mexico,  D.  F. 

Route  44.  Between  the  terminal  point  New  York,  New 
York,  and  the  terminal  point  Mexico,  D.  F. 

National  Skyway  Freight  Corp. 

By  (Signed)  W.  E.  Babtling 
W.  E.  Bartling 
Assistant  General  Manager 

Counsel  : 

Norman  L.  Meyers, 

Richard  H.  Keatinge, 

653  Shoreham  Building, 

Washington,  D.  C. 
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634 

Second  Amendment  to  Application  of 
NATIONAL  SKYWAY  FREIGHT  CORP. 

•  *  *  *  * 

Applicant  hereby  files  with  the  Civil  Aeronautics  Board 
this,  its  second  amendment  to  its  application  for  a  Cer¬ 
tificate  of  Public  Convenience  and  Necessity,  heretofore 
filed  on  August  22,  1946. 

The  Corporate  name  of  the  Applicant  was  changed  from 
“National  Skyway  Freight  Corp.”  to  “The  Flying  Tiger 
Line  Inc.”  at  the  annual  stockholders  meeting  of  the  corpo¬ 
ration  on  January  24,  1947,  and  by  amendment  to  the  Cer¬ 
tificate  of  Incorporation  filed  with  the  Secretary  of  State 
of  Delaware  on  February  25,  1947,  and  the  name  “The 
Flying  Tiger  Line  Inc.”  is  accordingly  substituted  for  the 
name  “National  Skyway  Freight  Corp.”  wherever  such 
appears  in  the  application  or  any  amendments  thereto. 

Respectfully  submitted, 

The  Flying  Tiger  Line  Inc. 

By  (Signed)  Robert  Prescott 
President 
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680 

APPLICATION 

OF 

SLICK  AIRWAYS,  INCORPORATED 

•  •  •  •  • 

The  Applicant,  Slick  Airways,  Incorporated,  respectfully 
represents  to  the  Board  as  follows: 

I.  The  Applicant  is  a  corporation  created,  organized, 
and  existing  under  the  laws  of  the  State  of  Delaware  with 
its  principal  operating  base  at  San  Antonio,  Texas. 
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II.  The  Applicant  is  a  citizen  of  the  United  States  with¬ 
in  the  definition  of  Section  1  (13)  of  the  Civil  Aeronautics 
Act  of  1938,  the  President  and  all  directors  and  other 
managing  officers  of  the  Applicant  being  citizens  of  the 
United  States,  and  over  seventy-five  per  cent  of  the  voting 
interest  in  the  Applicant  being  owned  or  controlled  by  per¬ 
sons  who  are  citizens  of  the  United  States  or  of  one  of  its 
possessions.  In  fact,  Applicant  has  been  financed  entirely 
by  veterans  of  the  Armed  Services  of  the  Lnited  States 
or  their  immediate  families,  and  ninety-eight  per  cent  of 
the  entire  personnel  of  Applicant  are  ex-service  men. 

III.  Applicant  was  incorporated  in  Delaware  on  Jan¬ 
uary  4,  1946,  as  a  private  or  contract  carrier  by  air  and 
has  since  qualified  as  such  in  sixteen  other  states,  namely : 
Texas,  California,  Louisiana,  New  York,  Florida,  Michi¬ 
gan,  Ohio,  Georgia,  Missouri,  Pennsylvania,  Illinois,  New 
Jersey,  Massachusetts,  Indiana,  Oklahoma  and  Wisconsin. 
Of  its  authorized  capital  of  $2,700,000.00,  the  sum  of 
$1,110,000.00  cash  has  been  paid  in  by  the  organizers  of  the 
corporation  without  any  public  offering  of  stock.  Appli¬ 
cant  has  at  its  own  expense  type  certificated  the  Curtiss 
Model  C-46E  airplane  in  a  category  permitting  the  sched¬ 
uled  air  carriage  of  cargo,  and  has  acquired  and  licensed 
ten  such  airplanes  to  operate  under  said  type  certificate, 
and  has  also  obtained  an  adequate  supply  of  spare  parts 
and  engines  for  such  airplanes.  It  has  also  set  up  complete 
overhaul  and  maintenance  shops  at  Alamo  Field,  San 
Antonio,  Texas,  and  has  arranged  for  the  use  of  necessary 
airport  facilities  at  San  Antonio,  Texas ;  Chicago,  Illinois ; 
Los  Angeles,  California;  Newark,  New  Jersey;  and  Miami, 
Florida.  Applicant  now  has  158  employees,  including  41 
pilots,  formerly  with  the  Air  Transport  Command  and 
now  holding  Airline  Transport  Ratings  issued  by  the  Civil 
Aeronautics  Authority.  It  also  has,  in  supervisory  opera¬ 
tional  capacities,  eight  rated  pilots  who  have  had  con¬ 
siderable  experience  as  pilots  or  co-pilots  with  scheduled 
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air  carriers.  Other  pilots  with  Airline  Transport  Ratings 
and  Air  Transport  Command  experience  are  available  as 
needed.  It  has  also  established  sales  offices  in  San  Antonio, 
Texas;  Chicago,  Illinois;  New  York,  New  York;  Miami, 
Florida;  and  Los  Angeles,  California,  and  has  commenced 
business  as  a  non-scheduled  operator  on  a  private  or  con¬ 
tract  basis. 

381  IV.  After  considerable  study  of  the  economic 
possibilites  of  carriage  of  property  by  air,  and  par¬ 
ticularly  bulk  freight  to  and  from  agricultural  and  indus¬ 
trial  areas,  Applicant  has  come  to  the  conclusion  and  so 
says  that  such  a  service  has  never  been  offered  except  on 
a  very  limited  scale,  that  a  real  public  need  exists  for  a 
substantial,  scheduled  air  carrier  of  property  (as  distin¬ 
guished  from  passengers,  property  and  mail),  all  of  the 
energies  and  facilities  of  which  are  devoted  solely  to  the 
carriage  of  property,  and  that  it  is  in  the  public’s  interest 
as  well  as  the  Applicant’s,  for  it  to  qualify  as  a  scheduled 
carrier  offering  a  complete  air  freight  service  to  and  from 
certain  geographical  areas  named  herein,  which  service 
is  presently  demanded  by  public  convenience  and  neces¬ 
sity.  Applicant  realizes  that  in  order  to  do  so,  it  would 
have  to  amend  its  charter  and  to  change  its  methods  of 
doing  business  from  that  of  a  private  or  contract  non- 
scheduled  operator  to  that  of  a  common  carrier  scheduled 
operator,  which,  of  course,  it  would  be  willing  to  do  upon 
such  certification.  In  the  meanwhile,  however,  Applicant 
proposes  to  continue  to  operate  on  a  non-scheduled  basis 
as  a  private  or  contract  carrier  of  freight,  within  the 
Board’s  general  exemption  of  non-scheduled  operations. 

V.  The  experience  of  Applicant  and  others  in  the  trans¬ 
portation  by  air  of  property  lias  indicated  the  existence 
of  certain  basic  differences  in  methods  of  operation  be¬ 
tween  the  scneduled  air  carrier  of  property  and  the 
scheduled  air  carrier  of  passengers.  Applicant  respect- 
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fully  submits  that  their  importance  to  the  public  and  to 
the  carrier  of  property  requires  careful  consideration  of 
such  factors  as  follows: 

1.  The  scheduled  air  carrier  of  property  should  be 
authorized  to  serve  a  number  of  cities  in  a  specific 
area,  rather  than  only  one  specific  city  on  a  specific 
route  as  in  the  case  of  the  present  scheduled  air  car¬ 
riers  of  passengers.  Experience  has  shown  the  neces¬ 
sity  of  such  authority  in  order  to  enable  the  carrier 
to  serve  the  bulk  shipper  at  the  most  convenient  ship¬ 
ping  point ;  in  order  to  provide  the  carrier  with  a  suf¬ 
ficient  trade  area  from  which  to  draw  cargo  moving 
in  both  directions  regardless  of  local  fluctuations  due 
to  seasons,  etc.;  and  in  order  to  provide  alternate 
cities  and  airports  so  that  the  hazards  of  spoilage 
and/or  deterioration  of  perishables  and  other  similar 
cargo  will  remain  at  a  minimum. 

2.  The  scheduled  air  carrier  of  property  should  be 
authorized  to  fly  between  specific  areas  on  the  most 
direct  civil  airway  over  which  -weather  is  fly  able  at 
any  given  time.  Experience  has  shown  the  necessity 
for  such  authority  in  order  to  enable  carrier  to  render 
the  most  reliable  and  dependable  service;  in  order  to 
allow  cargo  to  meet  certain  markets;  and  in  order  to 
reduce  to  a  minimum  the  hazards  of  spoilage  and 
deterioration  of  perishables  and  other  similar  cargo, 
incident  to  delays  due  to  weather. 

VI.  Accordingly,  the  Applicant  hereby  makes  applica¬ 
tion  under  Section  401  of  the  Civil  Aeronautics  Act  of 
1938,  as  amended,  for  authority  to  operate  as  a  scheduled 
air  carrier  of  property  between  the  following  areas  on  the 
most  direct  civil  airway  over  which  weather  is  flyable  at 
any  given  time,  herein  referred  to  for  convenience  as 
routes : 
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Route  A :  Between  the  Texas  agricultural,  seafood,  and 
manufacturing  area,  including  Brownsville,  Harlin¬ 
gen,  Mission,  Corpus  Christi,  Port  La  Vaca,  Laredo, 
Eagle  Pass,  San  Antonio,  Houston,  Dallas  and  Fort 
Worth,  Texas,  as  terminals  or  co-terminals, 

and 

the  Middle  West  industrial  area,  including  St.  Louis, 
Missouri,  Peoria  and  Chicago,  Illinois,  Milwaukee, 
Wisconsin,  Detroit,  Michigan,  Indianapolis  and 
382  South  Bend,  Indiana,  and  Toledo,  Ohio,  as  ter¬ 

minals  or  co-terminals. 

Route  B  :  Between  the  Middle  West  industrial  area,  in¬ 
cluding  St.  Louis,  Missouri,  Peoria  and  Chicago,  Il¬ 
linois,  Milwaukee,  Wisconsin,  Detroit,  Michigan,  In¬ 
dianapolis  and  South  Bend,  Indiana,  and  Toledo,  Ohio, 
as  terminals  or  co-terminals, 

and 

the  Eastern  industrial  and  seafood  area,  including 
Philadelphia,  Pennsylvania,  Binghamton,  Albany,  and 
New  York,  New  York,  Boston,  Massachusetts,  Newark, 
New  Jersey,  Baltimore,  Maryland,  and  Washington, 
D.  C.,  as  terminals  or  co-terminals. 

Route  C:  Between  the  California  agricultural  and  in¬ 
dustrial  area,  including  San  Francisco,  Salinas,  Fres¬ 
no,  Los  Angeles,  Brawley,  Bakersfield,  Long  Beach, 
and  El  Centro,  California,  as  terminals  or  co-terminals, 

and 

the  Middle  West  industrial  area,  including  St.  Louis, 
Missouri,  Peoria  and  Chicago,  Illinois,  Milwaukee, 
Wisconsin,  Detroit,  Michigan,  Indianapolis  and  South 
Bend,  Indiana,  and  Toledo,  Ohio,  as  terminals  or  co¬ 
terminals. 
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Route  D:  Between  the  Southern  Florida  agricultural 
and  industrial  area,  including  Tampa,  Melbourne, 
Palm  Beach,  Miami,  Orlando,  Lakeland,  Ft.  Meyers, 
and  Jacksonville,  Florida,  as  terminals  or  co-terminals, 

and 

the  Eastern  industrial  and  seafood  area,  including 
Philadelphia,  Pennsylvania,  Binghamton,  Albany,  and 
New  York,  New  York,  Boston,  Massachusetts,  Newark, 
New  Jersey,  Baltimore,  Maryland,  and  Washington, 
D.  C.,  as  terminals  or  co-terminals. 

Route  E :  Between  the  Southern  Florida  agricultural 
and  industrial  trial  area,  including  Tampa,  Melbourne, 
Palm  Beach,  Miami,  Orlando,  Lakeland,  Ft.  Meyers, 
and  Jacksonville,  Florida,  as  terminals  or  co-terminals, 

and 

the  Middle  West  industrial  area,  including  St.  Louis, 
Missouri,  Peoria  and  Chicago,  Illinois,  Milwaukee, 
Wisconsin,  Detroit,  Michigan,  Indianapolis  and  South 
Bend,  Indiana,  and  Toledo,  Ohio,  as  terminals  or  co¬ 
terminals. 

Route  F :  Between  the  Texas  agricultural,  seafood,  and 
manufacturing  area,  including  Brownsville,  Harlin¬ 
gen,  Mission,  Corpus  Christi,  Port  La  Vaca,  Laredo, 
Eagle  Pass,  San  Antonio,  Houston,  Dallas  and  Fort 
Worth,  Texas,  as  terminals  or  co-terminals, 

and 

the  Eastern  industrial  and  seafood  area,  including 
Philadelphia,  Pennsylvania,  Binghamton,  Albany,  and 
New  York,  New  York,  Boston,  Massachusetts,  Newark, 
New  Jersey,  Baltimore,  Maryland,  and  Washington, 
D.  C.,  as  terminals  or  co-terminals. 

383  Route  G :  Between  the  Texas  agricultural,  seafood, 
and  manufacturing  area,  including  Brownsville, 
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Harlingen,  Mission,  Corpus  Christi,  Port  La  Vaca, 
Laredo,  Eagle  Pass,  San  Antonio,  Houston,  Dallas 
and  Fort  Worth,  Texas,  as  terminals  or  co-terminals, 

and 

the  California  agricultural  and  industrial  area,  includ¬ 
ing  San  Francisco,  Salinas,  Fresno,  Los  Angeles, 
Brawlev,  Bakersfield,  Long  Beach,  and  El  Centro, 
California,  as  terminals  or  co-terminals. 

Route  H :  Between  the  California  agricultural  and  in¬ 
dustrial  area,  including  San  Francisco,  Salinas,  Fres¬ 
no,  Los  Angeles,  Brawlev,  Bakersfield,  Long  Beach, 
and  El  Centro,  California,  as  terminals  or  co-terminals, 

and 

the  Eastern  industrial  and  seafood  area,  including 
Philadelphia,  Pennsylvania,  Binghamton,  Albany,  and 
New  York,  New  York,  Boston,  Massachusetts,  Newark, 
New  Jersey,  Baltimore,  Maryland,  and  Washington, 
D.  C.,  as  terminals  or  co-terminals. 

A  map  drawn  approximately  to  scale  showing  all  terminals 
and  co-terminals  to  be  served,  giving  the  approximate 
mileages  between  all  adjacent  points,  and  the  principal 
overall  distances,  is  filed  herewith  as  a  part  hereof,  marked 
for  identification  “Exhibit  Map — Proposed  Routes — Slick 
Airways,  Inc.” 

VH.  The  Applicant  is  fit,  willing,  and  able  to  perform 
properly  the  air  transportation  for  which  this  application 
is  made.  If  certificated,  Applicant  would  continue  to  use  its 
present  aircraft  plus  such  other  equipment  as  the  needs  of 
the  public  to  be  served  may  require.  In  addition,  Appli¬ 
cant  states  that  at  or  before  any  hearing  hereon,  it  will 
submit  a  detailed  statement  of  estimated  revenues  to  be 
derived  and  expenses  to  be  incurred  in  performing  such 
transportation. 
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Wherefore,  the  Applicant  prays  that  the  Board  include 
this  application  in  the  pre-hearing  conference  on  various 
proposals  for  freight  service  scheduled  for  the  25th  day  of 
March,  1946;  that  after  proper  hearing  the  Board  enter 
an  appropriate  order  or  orders  issuing  to  Applicant  per¬ 
manent  and/or  temporary  certificates  of  public  convenience 
or  necessity  to  engage  as  an  air  carrier  of  property  in 
scheduled  air  transportation  between  the  areas  herein 
above  described,  and  to  offer  such  other  services  to  those 
general  areas  or  otherwise  as  the  Board  may  conclude 
public  convenience  and  necessity  require;  and  for  such 
other,  further  and  different  relief  as  the  Board  may  deem 
appropriate  and  to  which  the  Applicant  may  be  entitled 
in  the  premises. 

Respectfully  submitted, 
Slick  Airways,  Incorporated 

By  (Signed)  Earl  F.  Suck 

Earl  F.  Slick,  President 
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Slick  Amendment  No.  1 

BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
AIR  FREIGHT  CASE  DOCKET  NO.  810,  ET  AL. 

Amendment  No.  1 

TO 

APPLICATION  OF  SLICK  AIRWAYS,  INC., 
DOCKET  NO.  2243. 

To  the  Honorable,  The  Civil  Aeronautics  Board: 

The  Applicant,  Slick  Airways,  Inc.,  prays  leave  to 
amend  its  original  Application  heretofore  filed  herein  as 
Docket  No.  2243,  in  the  following  particulars: 

Paragraph  VT  of  the  original  Application  of  Slick 
Airways,  Inc.,  describing  services  and  routes  applied 
for,  be  and  it  is  hereby  amended  as  follows: 

The  “Middle  West  industrial  area”  referred  to  in 
Routes  A,  B,  C  and  E  is  hereby  extended  to  include 
the  City  of  Dayton,  Ohio. 

Respectfully  submitted, 

Slick  Airways,  Inc. 

(Signed)  Earl  F.  Slick 

Earl  F.  Slick,  President 
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Slick  Amendment  No.  2 
391 

BEFORE  THE 

CIVIL  AERONAUTICS  BOARD 
AIR  FREIGHT  CASE  DOCKET  NO.-  810,  ET  AL. 

Amendment  No.  2 

TO 

APPLICATION  OF  SLICK  AIRWAYS,  INC., 
DOCKET  NO.  2243. 

To  the  Honorable,  The  Civil  Aeronautics  Board: 

The  Applicant,  Slick  Airways,  Inc.,  prays  leave  to 
amend  its  original  Application  heretofore  filed  herein  as 
Docket  No.  2243,  in  the  following  particulars: 

Paragraph  VI  of  the  original  Application  of  Slick 
Airways,  Inc.,  describing  services  and  routes  applied 
for,  be  and  it  is  hereby  amended  as  follows : 

The  “California  agricultural  and  industrial  area”  re¬ 
ferred  to  in  Routes  C,  G,  and  H,  is  hereby  extended  to 
include  the  city  of  Sacramento,  California. 

Respectfully  submitted, 

Slick  Airways,  Inc. 

(Signed)  Earl  F.  Slick 

Earl  F.  Slick,  President 


U.  S.  Airlines  Application  Docket  730 
368 

•  •  •  •  * 

Application  of 
U.  S.  AIRLINES,  INC. 

•  •  •  •  • 

U.  S.  Airlines,  Inc.,  hereby  files  with  the  Civil  Aero¬ 
nautics  Board  this,  its  application  for  a  certificate  of  public 
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convenience  and  necessity  for  authority  to  engage  in  air 
transportation  within  the  continental  United  States.  This 
application  may  be  construed  by  the  Civil  Aeronautics 
Board  as  an  application  for  a  temporary  certificate  if, 
in  the  opinion  of  the  Board,  such  a  construction  will  serve 
the  public  interest. 

In  support  of  its  application,  U.  S.  Airlines  respectfully 
shows  to  the  Board: 

1.  The  full  name  and  address  of  the  applicant  is  U.  S. 
Airlines,  Inc.,  First  National  Bank  Building,  St.  Peters¬ 
burg,  Florida. 

U.  S.  Airlines,  Inc.,  is  a  corporation  duly  organized  and 
existing  under  the  laws  of  the  State  of  Florida. 

2.  The  applicant  is  a  citizen  of  the  United  States  as  that 
term  is  defined  by  Section  1(13)  of  the  Civil  Aeronautics 
Act.  The  President,  the  members  of  the  Board  of  Di¬ 
rectors,  and  the  other  managing  officers  of  U.  S. 

369  Airlines  are  citizens  of  the  United  States  and  all  of 
the  voting  interest  is  owned  or  controlled  by  per¬ 
sons  who  are  citizens  of  the  United  States. 

3.  The  description  of  the  route  for  which  a  certificate 
is  desired  is  as  follows: 

Between  the  terminal  point  Boston,  Mass.,  the  in¬ 
termediate  points  Providence,  R.  I.,  New  York,  N. 
Y.,  Philadelphia,  Penn.,  Wilmington,  Del.,  Baltimore, 
Md.,  Washington,  D.  C.,  Richmond,  Va.,  Norfolk,  Va., 
Raleigh,  N.  C.,  Columbia,  S.  C.,  Charleston,  S.  C., 
Atlanta,  Ga.,  Birmingham,  Ala.,  and  the  terminal 
point  New  Orleans,  La.,  and  between  any  points  lying 
within  100  miles  of  a  line  drawn  between  the  afore¬ 
mentioned  terminal  and  intermediate  points. 

4.  A  map  drawn  approximately  to  scale  is  hereto  at¬ 
tached  as  Exhibit  A.  Said  Exhibit  A  shows  all  terminal 
points  to  be  served  as  well  as  the  intermediate  points  and 
the  territory  to  be  served  by  U.  S.  Airlines,  Inc. 
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5.  Applicant  proposes  to  use  C-47  aircraft  in  the  new 
service.  Such  aircraft  are  presently  owned  by  the  appli¬ 
cant. 

6.  Applicant  does  not  now  hold  a  certificate  of  public 
convenience  and  necessity  from  the  Civil  Aeronautics 
Board.  The  principal  stockholders  of  the  applicant  are 
not  engaged  in  any  form  of  transportation  as  a  common 

carrier  and  the  applicant  has  no  affiliates  or  sub- 
370  sidiaries  who  are  engaged  in  such  transportation  as 
a  common  carrier. 

The  applicant  is  a  private  air  carrier.  The  applicant 
is  also  affiliated  with  U.  S.  Flying  Services,  Inc.,  which 
conducts  a  fixed  base  operation  including  charter  service, 
instruction,  and  sales  and  service,  at  St.  Petersburg,  Fla. 

7.  Applicant  seeks  authority  to  transport  property  as 
a  common  carrier  between  the  points  named  in  this  ap¬ 
plication.  In  the  conduct  of  its  business,  applicant  may 
upon  occasion  transport,  without  compensation,  persons 
connected  with  the  applicant  or  with  the  shippers  who 
may  use  the  applicant’s  service.  In  the  event  authoriza¬ 
tion  is  needed  for  such  transportation,  such  authorization 
is  hereby  applied  for. 

This  application  may,  if  the  Board  desires,  be  also 
construed  as  an  application  for  the  transportation  of  mail. 

8.  The  applicant  is  prepared  to  serve  any  community 
along  the  line  of  flight  described  in  its  application  if  the 
Board  is  of  the  opinion  that  such  service  will  advance  the 
public  interest  and  the  undertaking  appears  to  be  prac¬ 
ticable.  The  request  for  the  specific  route  made  herein 
is  not  to  be  construed  in  such  a  manner  as  to  prevent  the 
Civil  Aeronautics  Board  from  allotting  any  other  routes, 
including  or  omitting  any  or  all  terminal  or  intermediate 
points  or  changing  in  any  manner  the  route  described  in 
this  application,  which  the  Board  may  find  to  be  required 
by  public  convenience  and  necessity  within  the  general 
area  the  applicant  desires  to  serve. 
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371  Wherefore  applicant  requests  that  the  Civil  Aero¬ 
nautics  Board  issue  to  it  a  certificate  of  public  con¬ 
venience  and  necessity  authorizing  the  air  transportation 
described  in  this  application. 

U.  S.  Airlines,  Inc. 


U.  S.  Airlines  Amendment  No.  1 

374A 

•  *  *  •  * 

Amendment  No.  1  to  the 
Application  of 
U.  S.  Airlines,  Inc. 

•  •  *  •  * 

U.  S.  Airlines,  Inc.,  hereby  files  with  the  Civil  Aero¬ 
nautics  Board  this  its  first  amendment  to  its  application 
for  a  certificate  of  public  convenience  and  necessity  here¬ 
tofore  filed  on  the  7th  day  of  March,  1946. 

The  air  transportation  described  in  said  application 
will  be  operated  by  U.  S.  Airlines  on  a  regular  scheduled 
basis. 

U.  S.  Airlines,  Inc. 

By  (Signed)  Albert  Beitel 

Attorney . 


U.  S.  Airlines  Amendment  No.  2 

377 

•  #  #  •  * 

Amendment  No.  2  to  the 
Application  of 
U.  S.  Airlines,  Inc. 

•  •  *  *  * 

1\  S.  Airlines,  Inc.,  hereby  files  with  the  Civil  Aeronautics 
Board  this  its  second  amendment  to  its  application  for 
a  certificate  of  public  convenience  and  necessity  hereto¬ 
fore  filed  on  the  7th  day  of  March,  1946. 
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1.  Said  original  application  is  hereby  amended  so  as 
to  eliminate  Raleigh,  N.  C.,  and  Columbia  and  Charles¬ 
ton,  S.  C.,  as  points  to  be  served  by  U.  S.  Airlines,  Inc. 

U.  S.  Airlines,  Inc. 

By  (Signed)  Albert  F.  Beitel 

Attorney . 


U.  S.  Airlines  Application  Docket  810 

489 

*  *  #  •  * 

Application  of 
U.  S.  Airlines,  Inc. 

i  •  •  i  • 

F.  S.  Airlines,  Inc.,  has  been  organized  for  the  purpose 
of  providing  an  air  freight  service.  For  several  years, 
the  organizers  of  this  Corporation  (hereinafter  called  “the 
applicant”)  have  been  engaged  in  studying  the  public  need 
for  air  freight  service  and  the  manner  in  which  the  ser¬ 
vice  can  be  best  rendered.  Since  December  1945,  the  ap¬ 
plicant  has  been  engaged  in  operating  experimental  air 
freight  services  as  a  contract  carrier.  The  applicant  has 
developed  its  own  “AIRSPED”  label,  and  has  carried  a 
number  of  different  commodities  between  various  points 
in  the  United  States.  As  the  result  of  the  applicant’s 
studies,  experience  and  experimentations,  it  has  found 
that  there  is  a  demonstrable  need  for  a  common  carrier, 
scheduled  air  freight  service.  The  applicant,  therefore, 
files  with  the  Civil  Aeronautics  Board  this  application  for 
a  certificate  of  public  convenience  and  necessity  for  au¬ 
thority  to  engage  in  scheduled  air  transportation  within 
the  continental  United  States. 

In  support  of  this  application,  and  in  accordance  with 
Section  238.1  of  the  Economic  Regulations,  U.  S.  Airlines, 
Inc.,  respectfully  shows  to  the  Board: 

489A  1.  The  full  name  and  address  of  the  applicant 

is  U.  S.  Airlines,  Inc.,  First  National  Bank  Build¬ 
ing,  St.  Petersburg,  Florida. 
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U.  S.  Airlines  is  a  corporation  organized  and  existing 
under  the  laws  of  the  State  of  Florida,  and  is  authorized 
by  its  charter  to  conduct  the  air  freight  service  for  which 
application  is  made.  The  Corporation’s  principal  place 
of  business  is  located  at  the  Pinellas  County  Airport  in 
St.  Petersburg,  Florida. 

2.  The  applicant  is  a  citizen  of  the  United  States,  as 
that  term  is  defined  by  Section  1(13)  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  as  amended.  The  President,  the  mem¬ 
bers  of  the  Board  of  Directors,  and  other  managing 
officers  of  the  Company  are  citizens  of  the  United  States 
and  all  of  the  voting  interest  is  owned  or  controlled  by 
persons  who  are  citizens  of  the  United  States. 

3.  The  applicant  proposes  to  operate  a  scheduled  air 
freight  service  as  a  common  carrier  within  the  continen¬ 
tal  United  States.  Studies  in  the  field  of  air  freight  have 
been  conducted  by  the  United  States  Departments  of  Com¬ 
merce  and  Agriculture.  These  studies  and  the  researches, 
experiments  and  experience  of  the  applicant  demonstrate 
that  air  freight  service  cannot  be  economically  conducted 
at  present  and  for  the  near  future  by  a  conventional 
prescribed  point-to-point  service.  Flexibility  of  landing 
and  take-off  points  within  a  defined  area  is  essential  to 
furnishing  the  service  required. 

The  applicant  believes,  however,  and  is  prepared  to 
demonstrate  that  an  air  freight  service  can  be  economi¬ 
cally  operated  if  this  applicant  is  certificated  to  operate 
between  “air  freight  areas,”  i.  e.,  areas  which  in  substan¬ 
tial  quantities  produce  and  ship  products  suited  to  air 
freight  shipment  and  which  areas  consume  substantial 
quantities  of  goods  produced  outside  such  areas  and 
suited  to  air  freight  shipment. 

The  applicant  has  specified,  by  designation  of  counties, 
seven  air  freight  areas  in  the  continental  United  States. 
The  principles  followed  in  that  designation  include  select¬ 
ing:  areas  in  which  products  suited  to  air  freight  are 
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produced;  areas  in  which  products  suited  to  air  freight 
are  consumed :  areas  between  which  there  are  suffi¬ 
cient  distances  to  enhance  the  speed  advantages  of  air 
freight. 

490  The  air  freight  areas  to  be  served  by  the  appli¬ 
cant  are  shown  in  the  exhibit  attached  to  this  appli¬ 
cation  as  Exhibit  A  and  the  map  attached  to  this  applica¬ 
tion  as  Exhibit  B.  Both  exhibits  are  made  a  part  hereof 
for  all  purposes. 

The  areas  outlined  in  Exhibits  A  and  B  are  the  areas 
between  which  the  applicant  desires  to  operate  and  for 
which  it  seeks  a  certificate.  These  areas,  however,  should 
not  be  construed  by  the  Board  as  irrevocably  fixed  or  as 
the  only  areas  between  which  the  applicant  is  ready, 
willing  and  able  to  operate  air  freight  service.  The  appli¬ 
cant  is  prepared  to  provide  and  hereby  applies  for  au¬ 
thority  to  conduct,  within  the  continental  United  States, 
an  air  freight  service  between  the  areas  specified  in  Ex¬ 
hibits  A  and  B  and  any  other  areas  or  communities,  or 
between  and  among  any  other  areas  or  communities,  which 
the  Board  may  decide  and  designate  require  such  service 
in  the  public  interest,  convenience  and  necessity. 

This  application  also  should  not  be  construed  by  the 
Board  as  preventing  the  Board  from  allotting,  or  certify¬ 
ing  to  the  applicant,  in  response  to  this  application,  any 
routes,  regular  or  irregular,  which  include  or  omit  any 
or  all  areas  specified  in  Exhibits  A  and  B,  or  which  in¬ 
clude  or  omit  terminal  or  intermediate  points  which  are 
located  in  such  areas,  or  from  changing  in  any  manner 
the  routes  or  services  described  in  this  application,  which 
allotment  or  certification  the  Board  may  find  to  be  re¬ 
quired  by  the  public  interest,  convenience  or  necessity. 

4.  Applicant  proposes  to  use  aircraft  suitable  for  the 
air  freight  service  to  be  provided.  At  the  present  time, 
applicant  owns  and  operates  14  C-47  aircraft.  These  air¬ 
craft  have  been  converted  by  applicant  and  such  aircraft 
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can  and  will  be  used  in  the  operation  of  the  above-des¬ 
cribed  air  freight  service.  The  applicant  has  also  ordered 
new,  multi-engine  “Packet”  aircraft,  which  will  be  placed 
in  service  as  soon  as  said  aircraft  are  delivered.  The  ap¬ 
plicant  is  also  investigating  other  new  types  of  aircraft, 
now  being  developed.  In  providing  air  freight  service, 
the  applicant  will  use  the  most  modern  and  most  suitable 
aircraft  obtainable. 

The  applicant  has  all  of  the  necessary  equipment  to 
maintain  said  aircraft.  The  applicant  now  has  in  its  em¬ 
ploy  sufficient  trained  personnel  to  initiate  the  service 
herein  proposed.  The  applicant  has  already  oper- 
490 A  ated  between  several  of  the  areas  involved  in  this 
application. 

5.  The  applicant  does  not  now  hold  a  certificate  of 
public  convenience  and  necessity  from  the  Civil  Aero¬ 
nautics  Board.  The  principal  stockholders  of  the  appli¬ 
cant  are  not  engaged  in  any  form  of  transportation  as 
a  common  carrier.  Mr.  Harry  R.  Play  ford,  president  of 
the  applicant,  is  a  stockholder  and  officer  of  Alaska  Air¬ 
lines,  Inc.,  an  air  carrier  operating  within  the  territory 
of  Alaska.  Mr.  T.  N.  Law,  a  principal  stockholder  of  the 
applicant,  is  a  director  of  Mid-Continent  Airlines  and  a 
director  of  Alaska  Airlines. 

The  applicant  has  no  affiliates  or  subsidiaries  which  are 
engaged  in  transportation  as  a  common  carrier,  except 
that  applicant  controls  U.  S.  Flying  Services,  Inc.,  a 
corporation  which  conducts  a  fixed  base  operation,  in¬ 
cluding  charter  service,  instruction  and  aircraft  sales  and 
service,  at  St.  Petersburg,  Fla. 

6.  Applicant  seeks  authority  to  transport  property  as 
a  common  carrier  between  the  areas  named  in  this  appli¬ 
cation.  In  the  conduct  of  its  business,  applicant  may  upon 
occasion  transport,  without  compensation,  persons  con¬ 
nected  with  the  applicant  or  with  the  shippers  who  may 
use  the  applicant’s  service.  In  the  event  authorization  is 
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needed  for  such  transportation,  such  authorization  is 
hereby  applied  for. 

This  application  should  be  construed  as  an  application 
for  the  transportation  of  mail  in  the  event  that  such 
transportation  is  required  by  public  convenience  and  nec¬ 
essity. 

Wherefore,  Applicant  requests  that  the  Civil  Aero¬ 
nautics  Board  issue  to  it  a  certificate  of  public  conven¬ 
ience  and  necessity  authorizing  the  air  transportation 
described  in  this  application. 

U.  S.  Airlines,  Inc. 

By  Albert  F.  Beitel, 
Attorney . 
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Exhibit  A 


The  air  freight  areas  covered  in  the  application  are 
seven  (7)  in  number  and  are  described  throughout  the 
application  as  the  Northeast,  North  Central,  Southeast, 
Louisiana,  Texas,  California  and  Northwest  Areas,  re¬ 
spectively.  A  map  outlining  the  extent  of  these  areas  is 
attached  to  the  application  as  Exhibit  B. 

More  precisely,  these  Areas  may  be  described  by  the 
following  boundaries: 

(1)  Northeast  Area — all  that  area  bounded: 

On  the  East  and  Northeast  by  the  Atlantic  Ocean  from 
and  including  Princess  Anne  County,  Ya.,  to  and  including 
Washington  County,  Me.; 

On  the  North  by  a  line  along  the  northern,  northwest¬ 
ern  or  western  boundaries  of  the  following  counties: 
Washington,  Hancock,  Waldo,  Kennebec,  Androscoggin, 
Cumberland  and  York,  all  in  Maine;  Strafford,  Rocking- 
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ham,  Hillsboro  and  Cheshire,  all  in  New  Hampshire; 
Windham  and  Bennington,  both  in  Vermont,  to  Wash¬ 
ington  County,  N.  Y.;  eastern  boundary  of  Washington, 
northern  boundary  of  Warren,  eastern  and  northern 
boundary  of  Hamilton,  northern  and  western  boundaries  of 
Herkimer,  northern  boundaries  of  Oneida,  Oswego,  Cayuga, 
Wayne,  Monroe,  Orleans  and  Niagara,  all  in  New  York; 

On  the  West  by  a  line  along  the  western  boundaries  of 
Niagara,  Erie  and  Cattaraugus,  all  in  New  York,  south¬ 
ern  boundary  of  Cattaraugus  and  southern  and  eastern 
boundary  of  Alleghany,  southern  boundary  of  Livingston, 
eastern  and  southern  boundaries  of  Ontario,  western  and 
southern  boundaries  of  Seneca,  southern  boundary  of 
Cayuga,  western  boundary  of  Cortland,  and  northern, 
western  and  southern  boundaries  of  Tioga,  all  in  New 
York;  western  boundaries  of  Susquehanna,  Wyoming, 
Columbia,  northern  boundaries  of  Montour,  Northumber¬ 
land  and  Union,  western  or  northwestern  or  southwestern 
boundaries  of  Mifflin,  Juniata,  Perry  and  Cumberland,  and 
western  and  southern  boundary  of  Adams,  all  in  Pennsyl¬ 
vania;  western  boundaries  of  Carroll  and  Montgomery, 
both  in  Maryland;  northern  and  western  boundaries  of 
Loudoun  and  Clarke,  northern,  western  and  southern 
boundaries  of  Warden,  southwestern  and  south- 
493  eastern  boundaries  of  Faquier,  southern  boundary 
of  Prince  William,  eastern  boundary  of  Stafford, 
western  and  southwestern  boundaries  of  King  George, 
Westmoreland,  Rogers,  Middlesex,  Gloucester,  James  City, 
Surrv  and  Isle  of  Wight,  all  in  Virginia; 

On  the  South  by  a  line  along  the  western  and  southern 
boundaries  of  Nansemond,  southern  boundaries  of  Nor¬ 
folk  and  Princess  Anne,  the  point  oi*  origin,  all  in  Virginia. 

(2)  North  Central  Area — all  that  area  bounded: 

On  the  East  by  a  line  along  the  eastern  boundaries  of 
Erie,  Crawford,  northeastern  tip  of  Venanago,  northern 
and  eastern  boundaries  of  Forest  and  Jefferson,  eastern 
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boundaries  of  Indiana,  Westmoreland  and  Fayette,  all  in 
Pennsylvania,  and  eastern  boundary  of  Preston,  in  West 
Virginia ; 

On  the  South  by  a  line  along  the  southern  boundaries 
of  Preston,  Monongalia,  and  Wetzel,  all  in  West  Virginia; 
southern  boundaries  of  Monroe,  Noble,  and  Morgan,  east¬ 
ern  and  southern  boundaries  of  Athens  and  Vinton,  south¬ 
eastern  tip  of  Boss,  eastern  boundaries  of  Pike  and 
Scioto,  all  in  Ohio;  eastern  and  southern  boundaries  of 
Greenup,  southern  boundaries  of  Lewis,  Mason,  Bracken, 
Pendleton,  Grant,  Owen  and  Carroll,  all  in  Kentucky; 
southern  boundaries  of  Jefferson,  Jennings  and  Jackson, 
southern  and  western  boundaries  of  Lawrence,  southern 
boundaries  of  Green  and  Sullivan,  all  in  Indiana;  south¬ 
ern  boundaries  of  Crawford  and  Jasper,  southern  and 
western  boundaries  of  Effingham,  Shelby  and  Christian, 
southern  boundaries  of  Sangamon,  Morgan  and  Scott; 

On  the  West  by  a  line  along  the  western  boundaries  of 
Scott,  Morgan,  Cass  and  Mason,  western  and  northern 
boundaries  of  Fulton,  western  boundary  of  Peoria,  west¬ 
ern,  northern  and  eastern  boundaries  of  Stark,  northern 
boundary  of  Marshall,  northwestern  boundary  of  Putnam, 
western  boundary  of  La  Salle,  southern  and  western 
boundaries  of  Lee,  western  and  northern  boundaries  of 
Ogle,  western  boundary  of  Winnebago,  all  in  Illinois; 
western  and  northern  boundaries  of  Bock,  western  bound¬ 
aries  of  Jefferson  and  Dodge,  all  in  Wisconsin; 

On  the  North  by  a  line  along  the  northern  boundaries 
of  Dodge,  Washintgon  and  Ozaukee,  all  in  Wisconsin,  and 
by  southern  Lake  Michigan ;  by  the  northern  bound- 
493  A  aries  of  Oceana,  and  Newaygo,  northern  and  east¬ 
ern  boundaries  of  Mecosta  and  Montcalm,  northern 
boundaries  of  Clinton,  Shiawassee,  Genesee,  Lapeer,  west¬ 
ern  and  northern  boundaries  of  Sanilac,  all  in  Michigan; 
by  southern  Lake  Huron,  Detroit  River  and  Lake  Erie; 
up  to  Erie  County,  Pa.,  the  point  of  origin. 
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(3)  Southeast  Area — all  that  area  bounded: 

On  the  South  and  East  by  the  Gulf  of  Mexico  and  the 
Atlantic  Ocean  from  and  including  Gulf  County,  Fla.,  to 
and  including  Charleston  County,  S.  C.; 

On  the  North  by  a  line  along  the  northern,  boundaries 
of  Charleston,  Berkeley,  Orangeburg,  Aiken,  Edgefield 
and  McCormick,  all  in  South  Carolina;  by  the  northeast¬ 
ern  boundaries  of  Elbert  and  Hart,  northern  boundaries 
of  Franklin,  Banks,  Hall  and  Forsyth,  northern  and  west¬ 
ern  boundaries  of  Cherokee,  northern  boundaries  of  Cobb, 
Paulding  and  Polk,  all  in  Georgia;  by  the  eastern  boundary 
of  Cherokee,  eastern  and  northeastern  boundary  of  De 
Kalb,  northern  boundaries  of  Marshall  and  Morgan,  all 
in  Alabama; 

On  the  West  by  a  line  along  the  western  boundary  of 
Morgan,  northern  and  western  boundaries  of  Winston, 
western  boundary  of  Walker,  northern  and  western  bound¬ 
aries  of  Fayette,  western  boundaries  of  Tuscaloosa  and 
Greene,  western  and  southern  boundaries  of  Marengo, 
Wilcox  and  Butler,  southern  boundaries  of  Crenshaw, 
western  boundary  of  Coffee  and  western  and  southern 
boundaries  of  Geneva,  all  in  Alabama,  and  by  the  west¬ 
ern  boundaries  of  Jackson,  Calhoun  and  Gulf,  the  point 
of  origin,  all  in  Florida. 

(4)  Louisiana  Area — all  that  area  bounded: 

On  the  South  by  the  Gulf  of  Mexico  from  and  including 
Cameron  County,  La.,  to  and  including  Bay  County,  Fla.; 

On  the  East  by  a  line  along  the  eastern  boundary  of 
Bay,  eastern  and  northern  boundaries  of  Washington, 
eastern  and  northern  boundaries  of  Holmes,  northern 
boundary  of  Walton,  all  in  Florida;  by  the  eastern  and 
northern  boundaries  of  Covington,  northeastern  boundary 
of  Conecum,  eastern  boundary  of  Monroe,  all  in  Alabama; 

On  the  North  by  a  line  along  the  northern  bound- 
494  arv  of  Monroe,  eastern,  northern  and  western 
boundaries  of  Clarke  and  Washington,  all  in  Ala- 
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bama;  by  the  northern  and  western  boundaries  of  Greene, 
northwestern  boundary  of  George,  northern  boundaries  of 
Stone  and  Pearl  River,  all  in  Mississippi;  by  the  north¬ 
eastern  boundary  of  Washington,  in  Louisiana;  by  the 
eastern  and  northern  boundaries  of  Walthall,  northern 
and  western  boundaries  of  Pike,  both  in  Mississippi;  by 
the  northeastern  tip  of  Tangipahoa,  northern  boundaries 
of  St.  Helena,  East  Feliciana,  West  Feliciana,  Pt.  Coupee, 
northern  and  western  boundaries  of  St.  Landry,  northern 
boundaries  of  Acadia,  Jefferson  Davis  and  Calcasieu,  all 
in  Louisiana; 

On  the  West  by  a  line  along  the  western  boundaries  of 
Calcasieu  and  Cameron,  the  point  of  origin,  both  in 
Louisiana. 

(5)  Texas  Area — all  that  area  in  Texas  bounded: 

On  the  Southwest  and  Southeast  by  the  Republic  of 
Mexico  from  and  including  Maverick  County,  Texas,  to 
and  including  Cameron  County,  Texas,  and  by  the  Gulf 
of  Mexico  from  and  including  Cameron  County,  Texas, 
to  and  including  Jefferson  County,  Texas; 

On  the  East  by  a  line  along  the  eastern  boundary  of 
Jefferson,  eastern  and  northern  boundaries  of  Orange 
and  Hardin,  northern  boundary  of  Liberty,  eastern  bound¬ 
aries  of  San  Jacinto,  Trinity  Houston  and  Cherokee, 
eastern  and  northern  boundaries  of  Smith,  eastern  bound¬ 
ary  of  Rains,  southern  and  eastern  boundaries  of  Hop¬ 
kins; 

On  the  North  by  a  line  along  the  northern  boundary  of 
Hopkins,  eastern  boundaries  of  Hunt,  Fannin,  eastern 
and  northern  boundaries  of  Bryan,  northern  and  western 
boundaries  of  Marshall  and  Cooke; 

On  the  Northwest  by  a  line  along  the  northern  and 
western  boundaries  of  Wise,  northern,  western  and  south¬ 
ern  boundaries  of  Parker,  western  boundaries  of  John¬ 
son,  Hill,  McLennan,  Bell,  Williamson,  Travis,  Hays, 
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Comal,  northern  tip  of  Bexar,  northern  and  western 
boundaries  of  Medina,  northern  boundaries  of  Zavalla 
and  Maverick,  the  point  of  origin. 

(6)  California  Area — all  that  area  bounded: 

On  the  West  and  Southwest  by  the  Pacific  Ocean, 
494A  from  and  including  Mendocino  County,  California, 
to  and  including  San  Diego  County,  California, 
and  on  the  South  by  the  Republic  of  Mexico  from  and  in¬ 
cluding  San  Diego  County,  California,  to  and  including 
Yuma  County,  Arizona; 

On  the  East  by  a  line  along  the  eastern  boundary  of 
Yuma,  southern  and  eastern  boundaries  of  Maricopa,  both 
in  Arizona; 

On  the  Northeast  and  North  by  a  line  along  the  north¬ 
ern  boundaries  of  Maricopa  and  Yuma,  both  in  Arizona, 
by  the  northeastern  and  northern  boundaries  of  San 
Bernardino,  eastern  boundary  of  Tulare,  northeastern 
boundary  of  Fresno,  Madera,  Tuolumne,  Calaveras,  east¬ 
ern  boundaries  of  Amador,  Eldorado,  Placer,  eastern  and 
northern  boundaries  of  Nevada,  eastern  boundaries  of 
Yuba,  Butte,  Tehama,  eastern,  northern  and  western 
boundaries  of  Shasta,  western  boundary  of  Tehama, 
northern  boundary  of  Mendocino,  the  point  of  origin,  all 
in  California. 

(7)  Northwestern  Area — all  that  area  bounded: 

On  the  West  by  a  line  along  Puget  Sound  and  the 
Pacific  Ocean  from  and  including  Clallam  County,  Wash¬ 
ington,  to  and  including  Lincoln  County,  Oregon; 

On  the  South  by  a  line  along  the  southern  boundaries 
of  Lincoln  and  Benton,  southern  and  eastern  boundaries 
of  Linn,  eastern  boundaries  of  Marion,  Clackamas,  and 
Hood,  all  in  Oregon ;  by  the  southern  boundaries  of  Klicki¬ 
tat  and  Benton,  both  in  Washington;  by  the  western  and 
southern  boundaries  of  Umatilla,  in  Oregon; 
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On  the  East  by  a  line  along  the  eastern  boundaries  of 
Umatilla,  in  Oregon;  by  the  eastern  boundary  of  Colum¬ 
bia,  southern  and  eastern  boundaries  of  Whitman,  east¬ 
ern  boundary  of  Spokane,  all  in  Washington; 

On  the  North  by  a  line  along  the  northern  and  western 
boundaries  of  Spokane,  western  boundary  of  Whitman, 
northern  boundaries  of  Franklin  and  Benton,  northeast¬ 
ern  tip  of  Yakima,  eastern  and  northern  boundaries  of 
Kittitas,  eastern  boundaries  of  King,  Snohomish  and 
Skagit,  eastern  and  northern  boundaries  of  Whatcom,  all 
in  Washington. 
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•  •  #  •  # 

Amendment  No.  1 
to  the 

Application  of 
U.  S.  Airlines,  Inc. 

•  •  *  •  * 

U.  S.  Airlines,  Inc.,  hereby  amends  its  original  applica¬ 
tion  for  a  certificate  of  public  convenience  and  necessity 
filed  with  the  Civil  Aeronautics  Board  on  May  20,  1946, 
and  bearing  Docket  No.  2316,  as  follows: 

1. 

The  intention  of  this  amendment  is  not  to  restrict  or 
limit  the  said  application  in  any  particular. 

2. 

The  North  Central  airfreight  area  described  on  page  7 
of  the  said  application  is  enlarged  so  as  to  include  the 
trade  area  of  St.  Louis,  Mo.  The  proper  description  of 
said  North  Central  area,  by  county  boundaries,  as  now 
applied  for  is : 

North  Central  Area —  all  that  area  bounded: 

On  the  East  by  a  line  along  the  eastern  boundaries  of 
Erie,  Crawford,  northeastern  tip  of  Venanago,  northern 
and  eastern  boundaries  of  Forest  and  Jefferson,  eastern 
boundaries  of  Indiana,  Westmoreland  and  Fayette,  all 
in  Pennsylvania,  and  eastern  boundary  of  Preston, 

498  in  West  Virginia; 

On  the  South  by  a  line  along  the  southern  bound¬ 
aries  of  Preston,  Monongalia,  and  Wetzel,  all  in  West 
Virginia ;  southern  boundaries  of  Monroe,  Noble,  and 
Morgan,  eastern  and  southern  boundaries  of  Athens  and 
Vinton,  southeastern  tip  of  Ross,  eastern  boundaries  of 
Pike  and  Scioto,  all  in  Ohio;  eastern  and  southern  bound¬ 
aries  of  Greenup,  southern  boundaries  of  Lewis,  Mason, 


180 


U.  S.  Airlines  Amendment  No.  1 

Bracken,  Pendleton,  Grant,  Owen  and  Carroll,  all  in  Ken¬ 
tucky;  southern  boundaries  of  Jefferson,  Jennings  and 
Jackson,  southern  and  western  boundaries  of  Lawrence, 
southern  boundaries  of  Green  and  Sullivan,  all  in  Indiana; 
southern  boundaries  of  Crawford  and  Jasper;  eastern  and 
southern  boundaries  of  Clay ;  eastern  boundary  of  Marion ; 
eastern  and  southern  boundaries  of  Jefferson;  eastern  and 
southern  boundaries  of  Perry,  eastern  and  southern  bound¬ 
aries  of  Randolph,  all  in  the  State  of  Illinois;  south¬ 
eastern  boundaries  of  St.  Genevieve  and  St.  Francois; 
southern  and  eastern  boundaries  of  Madison ;  the  southern 
boundary  of  Iron;  the  eastern  and  southern  boundaries 
of  Reynolds ; 

On  the  West  by  a  line  along  the  western  boundary  of 
Reynolds;  the  western  boundary  of  Iron;  the  southern 
and  western  boundaries  of  Crawford;  the  southern  and 
western  boundaries  of  Gasconade;  the  western  and  north¬ 
ern  boundaries  of  Montgomery;  the  western,  northern  and 
eastern  boundaries  of  Pike,  all  in  the  State  of  Missouri; 
the  northern  boundary  of  Calhoun;  the  northwest  tip  of 
Green ;  the  western  boundaries  of  Scott,  Morgan,  Cass  and 
Mason,  western  and  northern  boundaries  of  Fulton,  west¬ 
ern  boundary  of  Peoria,  western,  northern  and  eastern 
boundaries  of  Stark,  northern  boundary  of  Marshall,  north¬ 
western  boundary  of  Putnam,  western  boundary  of  La  Salle, 
southern  and  western  boundaries  of  Lee,  western 
499  and  northern  boundaries  of  Ogle,  western  boundary 
of  Winnebago,  all  in  Illinois ;  western  and  northern 
boundaries  of  Rock,  western  boundaries  of  Jefferson  and 
Dodge,  all  in  Wisconsin; 

On  the  North  by  a  line  along  the  northern  boundaries 
of  Dodge,  Washington  and  Ozaukee,  all  in  Wisconsin,  and 
by  southern  Lake  Michigan ;  by  the  northern  boundaries  of 
Oceana,  and  Newaygo,  northern  and  eastern  boundaries 
of  Mecosta  and  Montcalm,  northern  boundaries  of  Clinton, 
Shiawassee,  Genesee,  Lapeer,  western  and  northern  bound¬ 
aries  of  Sanilac,  all  in  Michigan;  by  southern  Lake  Huron, 
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Detroit  River  and  Lake  Erie;  up  to  Erie  County,  Pa., 
the  point  of  origin. 

3. 

U.  S.  Airlines,  Inc.,  in  response  to  the  Pre-hearing  Con¬ 
ference  Report  served  April  26,  1946,  hereby  names  certain 
important  points  within  the  airfreight  areas  to  which  air¬ 
freight  service  is  to  be  conducted. 

The  said  application  of  U.  S.  Airlines  is  intended  to  in¬ 
clude,  but  is  not  limited  to,  a  request  to  operate  between 
certain  co-terminal  points  in  one  airfreight  area  and  cer¬ 
tain  co-terminal  points  in  each  other  airfreight  area.  The 
co-terminal  points  designated  in  each  airfreight  area  are: 

Northeast  Area 

The  co-terminal  points  Eastport,  Me.,  Portland,  Me., 
Boston,  Mass.,  New  York,  N.  Y.,  Philadelphia,  Pa.,  Balti¬ 
more,  Md.,  Washington,  D.  C.,  Norfolk,  Va.,  Buffalo,  N.  Y., 
Syracuse,  N.  Y.  and  Harrisburg,  Pa. 

Southeast  Area 

The  co-terminal  points  Birmingham,  Ala.,  Atlanta,  Ga., 
Charleston,  S.  C.,  Savannah,  Ga.,  Jacksonville,  Fla., 
500  Tampa,  Fla.,  Miami,  Fla.,  Lakeland,  Fla.,  Fort 
Pierce,  Fla.,  West  Palm  Beach,  Fla.  and  St.  Peters¬ 
burg,  Fla. 

North  Central  Area 

The  co-terminal  points  Pittsburgh,  Pa.,  Erie,  Pa.,  Cleve¬ 
land,  Ohio,  Columbus,  Ohio,  Toledo,  Ohio,  Detroit,  Mich., 
Cincinnati,  Ohio,  Indianapolis,  Ind.,  Grand  Rapids,  Mich., 
Chicago,  Ill.,  Milwaukee,  Wis.,  Peoria,  Ill.  and  St.  Louis, 
Mo. 

Louisiana  Area 

The  co-terminal  points  Pensacola,  Fla.,  Mobile,  Ala., 
Biloxi,  Miss.,  New  Orleans,  La.,  Hammond,  La.,  Morgan 
City,  La.  and  Baton  Rouge,  La. 
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Texas  Area 

Dallas/Fort  Worth,  Tex.,  Houston,  Tex.,  San  Antonio, 
Tex.,  Corpus  Christi,  Tex.,  Brownsville,  Tex.,  Laredo, 
Tex.,  Galveston,  Tex. 

California  Area 

Phoenix,  Ariz.,  Yuma,  Ariz.,  San  Diego,  Calif.,  Los 
Angeles  Calif.,  Fresno,  Calif.,  Salinas,  Calif.,  San  Fran¬ 
cisco,  Calif,  and  Sacramento,  Calif. 

Northwest  Area 

Spokane,  Wash.,  Seattle,  Wash.,  Portland,  Ore.  and 
Pendleton,  Ore. 

4. 

In  the  event  the  Civil  Aeronautics  Board  should  decide 
that  U.  S.  Airlines'  service  should  be  provided  between 
named  points  rather  than  between  areas,  it  is  requested 
that  any  authorization  to  serve  a  named  point  should  in¬ 
clude  authority  to  serve  the  point  through  any  airport 
located  within  fifty  miles  of  the  named  point. 

5 

501  There  is  attached  hereto,  and  made  a  part  hereof, 
for  all  purposes,  a  map  designated  Exhibit  A,  which 
shows  all  of  the  above-mentioned  co-terminal  points  which 
are  included  in  the  airfreight  areas  to  be  served. 

Wherefore,  Applicant  requests  that  the  Civil  Aeronau¬ 
tics  Board  issue  to  it  a  certificate  of  public  convenience 
and  necessity  authorizing  the  air  transportation  described 
in  the  said  application  as  thus  amended. 

U.  S.  Airlines,  Inc. 

(Signed)  Albert  F.  Beitbl 

By  Albert  F.  Beitel 
Attorney 


ROUTES  OF  U.S.  AIRLINES,  INC. 

PATTERN  FOR  DEVELOPMENT  OF  AIRFREIGHT  SERVICE 


/  Any nru  AREA  AND AlWPOIf 
/ Ny  °IHER  AIRFREIGHT  ARE 


LEGEND 

S  AIRFREIGHT  AREAS 
•  PRINCIPAL  POINTS  WITHIN  AREAS 


I  •  SAN  ANTONIO v  ,* '  \Z7t 

- 1  r .  ^yWVESTON 

\  Jr 


LOUISANA 

AREA 


)RPUS  CHRISTI 


BROWNSVILLE 


BEST  COPY  AVAILABLE 

from  the  original  bound  volume 


185 


1046 

American  Motion  for  Leave  to  Intervene 

*  •  •  •  * 

PETITION  OF  AMERICAN  AIRLINES,  INC. 

FOR  LEAVE  TO  INTERVENE 

American  Airlines,  Inc.  (hereinafter  referred  to  as 
“American”)  presents  this  petition  for  leave  to  intervene 
in  the  above  entitled  proceeding  and  in  support  thereof 
respectfully  represents : 

(1)  American  is  a  corporation  organized  and  existing 
under  the  laws  of  the  State  of  Delaware,  having  its  prin¬ 
cipal  office  and  place  of  business  at  100  East  42nd  Street, 
New  York,  New  York. 

(2)  American  is  an  air  carrier  and  holds  certificates  of 
public  convenience  and  necessity  issued  to  it  pursuant  to 
the  Civil  Aeronautics  Act  of  1938,  as  amended,  authoriz¬ 
ing  it  to  engage  in  scheduled  air  transportation  with  re¬ 
spect  to  persons,  property  and  mail  on  Routes  Nos.  4,  7, 
18,  22,  23,  25,  30,  56  and  FAM  26  (temporary). 

(3)  A  prehearing  conference  in  the  above  entitled  pro¬ 
ceeding  was  held  on  March  25,  1946  at  which  several  ap¬ 
plicants  for  certificates  of  convenience  and  necessity 
authorizing  the  transportation  by  air  of  freight  through¬ 
out  the  United  States  were  represented. 

1047  (4)  In  the  course  of  the  prehearing  conference  it 
appeared  that  many  of  the  applicants  enjoy  rela¬ 
tionships  with  rail,  highway  and  steamship  transporta¬ 
tion  systems  which  raise  questions  under  Section  408  of 
the  Civil  Aeronautics  Act.  Many  of  the  applicants  desired 
authority  to  operate  only  scheduled  freight  operations  and 
others  wished  to  operate  a  combination  of  scheduled  and 
non-scheduled  services. 

(5)  American  has  a  substantial  interest  in  the  above  en¬ 
titled  proceeding  by  reason  of  its  current  authorization 
to  carry  cargo  over  all  of  the  routes  listed  in  Paragraph 
2  above  for  which  it  holds  certificates  of  public  convenience 
and  necessity. 


American  Motion  for  Leave  to  Intervene 

(6)  American  has  a  property  and  financial  interest  in 
the  above  entitled  proceeding  which  will  not  be  adequately 
represented  by  existing  parties  and  its  intervention  will 
not  unduly  broaden  the  issues  or  delay  the  proceeding. 

(7)  Prior  to  the  prehearing  conference  it  was  not  pos¬ 
sible  to  determine  the  scope  of  this  proceeding.  At  the  pre- 
hearing  conference  it  became  apparent  that  American 
had  a  substantial  interest  in  many  of  the  applications 
that  will  be  consolidated  in  the  above  entitled  proceeding. 

(8)  Copies  of  this  petition  have  been  served  upon  all 
parties  represented  at  the  prehearing  conference  in  the 
above  entitled  proceeding  held  March  25,  1946. 

Wherefore,  American  Airlines,  Inc.  petitions  the  Civil 
Aeronautics  Board  to  grant  it  leave  to  intervene  and  to 
be  treated  as  a  party  in  the  above  entitled  proceed- 
1043  ing  with  the  right  to  receive  notices  of  and  to  appear 
at  hearings  and  to  produce  and  examine  and  cross- 
examine  witnesses  and  to  be  heard  upon  brief  and  oral 
argument. 

Respectfully  submitted, 

American  Airlines,  Inc. 

By  (Signed)  T.  C.  Drink  water 

T.  C.  Drinkwater,  Vice  President 


April  24,  1946 
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1042 

C.  &  S.  Motion  for  Leave  to  Intervene 
#  #  *  #  * 

MOTION  OF  CHICAGO  AND  SOUTHERN 
AIR  LINES,  INC. 

FOR  LEAVE  TO  INTERVENE 

Comes  now  Chicago  and  Southern  Air  Lines,  Inc.,  a 
Delaware  corporation  (hereinafter  referred  to  as  “Moving 
Party’7),  and  moves  for  the  entrv  of  an  order  bv  the 
Civil  Aeronautics  Board  (hereinafter  referred  to  as  the 
“Board”),  granting  it  leave  to  intervene  in  the  above-en¬ 
titled  proceeding  and  to  become  a  party  therein,  and  in 
support  of  such  motion  represents  and  alleges  as  follows: 

1.  Moving  Party  is  a  corporation  organized  and  exist¬ 
ing  under  and  by  the  laws  of  the  State  of  Delaware,  and 
maintains  its  general  office  at  Memphis  Municipal  Airport, 
Memphis,  Tennessee. 

2.  Moving  Party  is  an  air  carrier  of  persons,  property, 
and  mail  in  scheduled  air  transportation  and  the  holder 
of  certificates  of  public  convenience  and  necessity  issued 
under  the  Civil  Aeronautics  Act  of  1938,  authorizing  it 
to  engage  in  such  air  transportation  on  Route  8,  which 
extends  from  Chicago,  Illinois,  to  New  Orleans,  Louisiana, 
by  way  of  and  with  intermediate  stops  at  Peoria,  Bloom¬ 
ington  and  Springfield,  Illinois ;  St.  Louis,  Missouri ;  Mem¬ 
phis,  Tennessee;  and  Greenwood  and  Jackson,  Mississippi; 
and  on  Route  53,  which  extends  from  Detroit,  Michigan  to 

Houston,  Texas,  by  way  of  and  with  intermediate 

1043  stops  at  Toledo,  Ohio;  Fort  Wayne,  Marion,  Ander- 
son-Muncie-New  Castle,  Indianapolis  and  Evans¬ 
ville,  Indiana;  Paducah,  Kentucky;  Memphis,  Tennessee; 
Little  Rock  and  Pine  Bluff,  Arkansas;  and  Shreveport, 
Louisiana. 

3.  Denver-Chicago  Trucking  Company,  Inc.,  and  others 
(hereafter  referred  to  as  the  “Applicants”)  have  hereto¬ 
fore  filed  with  the  Board  applications  which  have  been 
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consolidated  by  the  Board  with  the  leading  Docket  No. 

S10. 

4.  Moving  Party  has  a  substantial  interest  in  the  sub¬ 
ject  matter  of  the  above-entitled  proceeding  and  has  a 
property  and  financial  interest  which  may  not  be  adequate¬ 
ly  represented  by  the  parties  to  the  said  proceeding,  inas¬ 
much  as  the  interests  of  Moving  Party  and  the  Applicants 
are  in  conflict  with  respect  to  certain  of  the  air  transporta¬ 
tion  which  the  Applicants  would  be  authorized  to  conduct 
if  their  applications  should  be  approved  by  the  Board. 

5.  The  intervention  of  Moving  Party  in  the  above-en¬ 
titled  proceeding  will  not  unduly  broaden  the  issues  there¬ 
in  nor  delay  the  proceeding. 

6.  Moving  Party  has  served  the  Applicants  (which  are 
the  only  parties  to  the  said  proceeding  known  to  Moving 
Party  at  the  present  time)  with  this  motion  by  mailing  a 
copy  of  the  same  to  each  such  Applicant. 

Wherefore,  Chicago  and  Southern  Air  Lines,  Inc., 
Moving  Party  herein,  respectfully  requests  that  the  Board 
make  and  enter  an  order,  or  take  such  other  action  as  may 
be  deemed  necessary  and  proper,  granting  Moving  Party 
leave  to  intervene  in  the  above-entitled  proceeding  and  be 
made  a  party  thereto  pursuant  to  Rule  4(b)  of  Section 
285.1,  as  amended,  of  the  Economic  Regulations  of  the 
Board. 

Chicago  and  Southern  Air  Lines,  Inc. 

(Signed)  R.  S.  Maurer 

R.  S.  Maurer — Secretary 
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1070 

Delta  Motion  for  Leave  to  Intervene 
*  •  •  •  • 

PETITION  OF  DELTA  AIR  LINES,  INC. 
FOR  LEAVE  TO  INTERVENE 


Your  Petitioner,  Delta  Air  Lines,  Inc.  (herein  called 
“Delta”),  respectfully  represents  that  it  has  a  substantial 
interest  in  the  subject  matter  involved  in  the  above  en¬ 
titled  proceeding  and  submits  this  Petition  for  Leave  to 
Intervene,  and  in  support  thereof  avers: 

I. 

That  Delta  is  an  air  carrier  engaged  in  air  transporta¬ 
tion  with  respect  to  mail,  persons,  and  property,  holding 
Certificates  of  Public  Convenience  and  Necessity  issued 
by  the  Civil  Aeronautics  Board  to  conduct  operations  over 
Routes  24  and  54. 

H. 

That  authority  is  sought  by  a  number  of  applicants  in 
the  above  entitled  proceeding  to  engage  in  air  transporta¬ 
tion  with  respect  to  property  between  various  points  in 
the  United  States  between  some  of  which  Delta  is  present¬ 
ly  authorized  to  conduct  similar  services. 

III. 

It  is  alleged  that  Delta  has  a  substantial  property  and 
financial  interest  in  the  above  entitled  proceeding  which 
will  not  be  adequately  represented  by  existing  parties. 

It  is  further  alleged  that  Delta  will  be  bound  by  any 
order  requested  in  this  proceeding  and  that  the  granting 
of  its  Petition  for  Leave  to  Intervene  will  not  unduly 
burden  the  issues  nor  delay  the  proceeding. 

1071  'Wherefore,  the  above  premises  considered,  Delta 
Air  Lines,  Inc.  respectfully  prays  for  Leave  to 
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Northwest  Motion  for  Leave  to  Intervene 

Intervene  in  and  become  a  party  to  the  above  entitled  { 

proceeding,  with  the  right  to  receive  notice  of  and  to  ap¬ 
pear  at  hearings,  to  produce,  examine  and  cross-examine 
witnesses,  to  be  heard  upon  brief  and  oral  argument,  if 
oral  argument  is  granted,  and  with  the  general  rights  and 
privileges  granted  to  all  formal  parties  of  interest  in  such 
proceeding. 

Respectfully  submitted,  \ 

Delta  Air  Lines,  Inc.  j 

By  (Signed)  C.  E.  Woolman 

C.  E.  Woolman 
President  and 
General  Manager  1 

Delta  Air  lines,  Inc. 

July  30,  1946 

•  •  •  •  • 


1050 

Northwest  Motion  for  Leave  to  Intervene 

•  •  •  •  • 

PETITION  OF  NORTHWEST  AIRLINES,  INC. 

FOR  LEAVE  TO  INTERVENE 

Northwest  Airlines,  Inc.,  (hereinafter  referred  to  as 
“Northwest")  presents  this  petition  for  leave  to  intervene 
in  the  above  entitled  proceeding  and  in  support  thereof 
respectfully  represents : 

(1)  Northwest  is  a  corporation  organized  and  existing 
under  the  laws  of  the  State  of  Minnesota,  having  its 
principal  office  and  place  of  business  at  1885  University 
Avenue,  St.  Paul,  Minnesota. 

(2)  Northwest  is  an  air  carrier  and  holds  certificates 
of  public  convenience  and  necessity  issued  to  it  pursuant 
to  the  Civil  Aeronautics  Act  of  1938,  as  amended,  author¬ 
izing  it  to  engage  in  scheduled  air  transportation  with 
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Northwest  Motion  for  Leave  to  Intervene 

respect  to  persons,  property  and  mail  on  Routes  Nos.  3, 
45  and  69. 

(3)  A  prehearing  conference  in  the  above  entitled  pro¬ 
ceeding  was  held  on  March  25,  1946  at  which  several  appli¬ 
cants  for  certificates  of  convenience  and  necessity  author¬ 
izing  the  transportation  by  air  of  freight  throughout  the 
United  States  were  represented. 

1051  (4)  In  the  course  of  the*  prehearing  conference 

it  appeared  that  many  of  the  applicants  enjoy  rela¬ 
tionships  with  rail,  highway  and  steamship  transportation 
systems  which  raise  questions  under  Section  408  of  the 
Civil  Aeronautics  Act.  Many  of  the  applicants  desired 
authority  to  operate  only  scheduled  freight  operations  and 
others  wished  to  operate  a  combination  of  scheduled  and 
non-scheduled  services. 

(5)  Northwest  has  a  substantial  interest  in  the  above 
entitled  proceeding  by  reason  of  its  current  authorization 
to  carry  cargo  over  all  of  the  routes  listed  in  Paragraph  2 
above  for  which  it  holds  certificates  of  public  convenience 
and  necessity. 

(6)  Northwest  has  a  property  and  financial  interest  in 
the  above  entitled  proceeding  which  will  not  be  adequately 
represented  by  existing  parties  and  its  intervention  will 
not  unduly  broaden  the  issues  or  delay  the  proceeding. 

(7)  Prior  to  the  prehearing  conference  it  was  not  pos¬ 
sible  to  determine  the  scope  of  this  proceeding.  At  the 
prehearing  conference  it  became  apparent  that  Northwest 
had  a  substantial  interest  in  many  of  the  applications  that 
will  be  consolidated  in  the  above  entitled  proceeding. 

(8)  Copies  of  this  petition  have  been  served  upon  all 
parties  represented  at  the  prehearing  conference  in  the 
above  entitled  proceeding  held  March  25,  1946. 

Wherefore,  Northwest  Airlines,  Inc.  petitions  the  Civil 
Aeronautics  Board  to  grant  it  leave  to  intervene  and  to 
be  treated  as  a  party  in  the  above  entitled  proceeding  with 


192 


United  Motion  for  Leave  to  Intervene 

the  right  to  receive  notices  of  and  to  appear  at  hearings 
and  to  produce  and  examine  and  cross-examine  witnesses 
and  to  be  heard  upon  brief  and  oral  argument. 

Respectfully  submitted, 

Northwest  Airlines,  Inc. 

By  (Signed)  (Illegible) 

Executive  Vice  President 
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United  Motion  for  Leave  to  Intervene 

•  •  #  •  • 

MOTION  OF  UNITED  AIR  LINES,  INC. 

FOR  LEAVE  TO  INTERVENE 

To  the  Civil  Aeronautics  Board 
Washington,  D.  C. 

United  Air  Lines,  Inc.  (hereinafter  referred  to  as 
"United”)  presents  this  motion  for  leave  to  intervene  in 
the  above  entitled  proceeding  pursuant  to  Rule  4(b)  of  the 
Rules  of  Practice  of  the  Civil  Aeronautics  Board  under 
Title  IV  and  Section  1002(d)  to  (i)  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  and  in  support  thereof  represents 
and  alleges  the  following: 

(1)  United  is  a  corporation  organized  and  existing  under 
the  laws  of  the  State  of  Delaware,  having  its  principal 
office  and  place  of  business  at  5959  South  Cicero  Avenue, 
Chicago-38,  Illinois. 

(2)  United  is  an  air  carrier  and  holds  certificates  of 
public  convenience  and  necessity  issued  to  it  pur- 

1037  suant  to  the  Civil  Aeronautics  Act  of  1938,  author¬ 
izing  it  to  engage  in  scheduled  air  transportation 

with  respect  to  persons,  property  and  mail  on  Routes  Nos. 
1,  11,  17,  57,  62  and  66. 
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Route  No.  1  extends  between  the  co-terminal  points  New 
York,  New  York  and  Newark,  New  Jersey,  and  the  ter¬ 
minal  points  Oakland,  California,  Seattle,  Washington, 
and  Spokane,  Washington,  via  certain  intermediate  points, 
including  Chicago,  Illinois,  Denver,  Colorado  and  San 
Francisco,  California. 

(3)  Pursuant  to  said  certificate  of  public  convenience 
and  necessity  covering  Route  No.  1,  United  transports 
persons,  property  and  mail  between  New  York,  Newark 
and  San  Francisco,  Oakland,  Portland  and  Seattle  via 
various  intermediate  points  including  Cleveland,  Chicago, 
Omaha,  Denver  and  Salt  Lake  City.  By  a  combination  of 
its  Routes  No.  62  and  66  United  transports  persons,  prop¬ 
erty  and  mail  to  and  from  Washington,  Hartford  and 
Boston.  By  a  combination  of  its  Routes  No.  1  and  No.  11 
United  transports  persons,  property  and  mail  between 
Los  Angeles  and  eastern  points  and  also  renders  service 
between  Los  Angeles  and  eastern  points  through  connec¬ 
tions  with  Western  Air  Lines,  Inc.  at  Salt  Lake  City. 

(4)  Denver  Chicago  Trucking  Co.  Inc.,  in  Docket  No. 
810;  Keeshin  Air  Freight,  Inc.,  in  Docket  No.  910;  Knowles 
Vans  Inc.,  in  Docket  No.  952;  New  York-Los  Angeles 
Airways,  in  Docket  No.  1149;  Central  U.  S.  Air  Lines,  Inc., 
in  Docket  No.  1695,  and  other  applicants  listed,  in  a  notice 

of  prehearing  conference  dated  February  25,  1946 
1038  which  notice  is  incorpo rated  herein  by  reference, 
have  filed  applications  for  certificates  of  public  con¬ 
venience  and  necessity  to  authorize  the  transportation  of 
property,  property  and  mail  and  persons,  property  and 
mail  between  points  now  served  by  United. 

(5)  If  said  applications  are  granted,  applicants  will 
transport  persons,  property  and  mail  which  would  other¬ 
wise  be  transported  by  United. 

United  has  a  substantial  property  or  financial  interest 
in  the  above  entitled  proceeding,  and  this  interest  will  not 
be  adequately  represented  by  existing  parties. 
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(6)  The  granting  of  this  motion  for  leave  to  intervene 
will  not  unduly  broaden  the  issues  or  delay  the  proceed¬ 
ings. 

(7)  United  has  caused  notice  of  this  motion  to  be  served 
on  Denver  Chicago  Trucking  Co.  Inc.,  2501  Blake  Street, 
Denver,  Colorado;  Keeshin  Air  Freight,  Inc.,  221  West 
Roosevelt  Road,  Chicago,  Illinois;  Knowles  Vans,  Inc., 
913  Davenport  Street,  Omaha,  Nebraska;  New  York-Los 
Angeles  Airways,  4839  Faculty  Avenue,  Long  Beach  Cali¬ 
fornia;  Central  U.  S.  Air  Lines,  Inc.,  1492  Colfax  Avenue, 
Benton  Harbor,  Michigan,  by  sending  copies  thereof  on 
the  date  hereof  by  mail,  postpaid  and  properly  addressed. 

Wherefore,  United  Air  Lines,  Inc.  moves  the  Civil  Aero¬ 
nautics  Board  to  grant  it  leave  to  intervene  and  to  be 
treated  as  a  party  to  the  above  entitled  proceeding,  with 
the  right  to  receive  notice  of  and  to  appear  at  pre- 
1038  hearing  conferences  and  hearings,  and  to  examine 
and  cross-examine  witnesses,  and  to  be  heard  upon 
brief  and  oral  argument,  if  oral  argument  is  granted. 

Dated  at  Chicago,  Illinois,  this  19th  day  of  March,  1946. 

United  Air  Lines,  Inc. 

By  (Signed)  S.  P.  Martin 

S.  P.  Martin,  Secretary 
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Order  4940  Granting  Leave  to  Intervene 

660  Orders 

Serial  Number  4940 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C., 
on  the  1st  day  of  July,  1946. 

•  #  *  •  • 

Order  Granting  Permission  to  Intervene 

It  appearing  to  the  Board  that  applications  to  inter¬ 
vene  have  been  filed,  pursuant  to  Rule  (b)  of  section  285.4 
of  the  Economic  Regulations  under  Title  IV  of  the  Civil 
Aeronautics  Act  of  1938,  as  amended,  with  respect  to  one 
or  more  of  the  applications  in  the  above-entitled  pro¬ 
ceeding  by  American  Airlines,  Inc.,  Braniff  Airways,  Inc., 
Chicago  and  Southern  Air  Lines,  Inc.,  Eastern  Air  Lines, 
Inc.,  Mid-Continent  Airlines,  Inc.,  Northwest  Airlines, 
Inc.,  Trans-continental  and  Western  Air,  Inc.,  United  Air 
Lines,  Inc.,  Western  Air  Lines,  Inc.,  the  Baltimore  Asso¬ 
ciation  of  Commerce,  the  Baltimore  City  Aviation  Com¬ 
mission,  the  City  of  Detroit,  the  City  of  Milwaukee,  Bekins 
Van  Lines  Co.,  and  Lyon  Van  &  Storage  Co.,  the  Insti¬ 
tute  of  Air  Transportation,  Inc.,  Pan  Atlantic  Steamship 
Corp.  and  the  Department  of  Justice,  and  that 

661  these  persons  have  alleged  matters  indicating  that 
they  are  persons  entitled  to  become  parties  to  the 

said  proceeding; 

It  is  Ordered,  That  the  above-named  persons  be  and 
they  are  hereby  granted  permission  to  intervene  in  the 
above-entitled  proceeding. 

By  the  Civil  Aeronautics  Board: 

/s/  Fred  A.  Toombs 
Fred  A.  Toombs 
Secretary 


(SEAL) 
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Order  5080  Granting  Leave  to  Intervene 

665  Orders 

Serial  Number  5080 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C. 
on  the  16th  day  of  August,  1946. 

•  •  •  •  • 

Order  Granting  Permission  to  Intervene 

The  Board,  by  order  dated  July  1,  1946  (Order  Serial 
No.  4939),  having  ordered  consolidation  into  one  proceed¬ 
ing  of  various  applications  proposing  scheduled  air  trans¬ 
portation  of  property  or  property  and  mail  only,  within 
the  continental  United  States;  and 

It  appearing  that  National  Airlines,  Inc.,  Delta  Air 
Lines,  Inc.,  and  Continental  Air  Lines,  Inc.,  have  filed 
pursuant  to  section  2S5.4(b)  of  the  Economic  Regulations 
under  Title  IV  of  the  Civil  Aeronautics  Act  of  1938,  as 
amended,  petitions  for  leave  to  intervene,  and  have  al¬ 
leged  matters  indicating  that  they  are  persons  entitled  to 
become  parties  to  the  above-entitled  proceeding  pursuant 
to  the  provisions  of  said  regulation; 

It  is  Ordered,  That  National  Airlines,  Inc.,  Delta  Air 
Lines,  Inc.,  and  Continental  Air  Lines,  Inc.,  be  and  they 
hereby  are  granted  permission  to  intervene  in  the  above- 
entitled  proceeding. 

By  the  Civil  Aeronautics  Board: 

/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 


(SEAL) 
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Order  E-88  Granting  Leave  to  Intervene 

676  Orders 

Serial  Number  E-88 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.  C., 
on  the  8th  day  of  November,  1946. 

•  •  •  •  * 

Order  Granting  Leave  to  Intervene 

The  Public  Utilities  Commission,  City  and  County  of 
San  Francisco,  Calif.,  the  Greater  Muskegon  Chamber  of 
Commerce,  Muskegon,  Mich.,  the  City  of  Dallas,  Tex., 
the  City  of  Newark,  N.  J.,  the  City  of  Philadelphia,  Pa., 
and  the  Air  Transport  Association  of  America  having 
filed  with  the  Board,  pursuant  to  section  285.6(b)  of  the 
Economic  Regulations,  petitions  for  leave  to  intervene  in 
the  above-entitled  proceeding;  and 
It  appearing  to  the  Board  that  said  petitioners  have  al¬ 
leged  matters  indicating  that  they  are  persons  entitled 
to  become  parties  to  said  proceeding; 

It  is  Ordered:  That  the  Public  Utilities  Commission, 
City  and  County  of  San  Francisco,  Calif.,  the  Greater  Mus¬ 
kegon  Chamber  of  Commerce,  Muskegon,  Mich.,  the  City 
of  Dallas,  Tex.,  the  City  of  Newark,  N.  J.,  the  City 

677  of  Philadelphia,  Pa.,  and  the  Air  Transport  Asso¬ 
ciation  of  America  be  and  they  are  hereby  granted 

leave  to  intervene  in  the  above  proceeding. 

By  the  Civil  Aeronautics  Board: 

/s/  M.  C.  Mulligan 
M.  C.  Mulligan 
Secretary 

(SEAL) 


i 
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DOCKET  NO.  730  ET  AL. 
BOSTON— NEW  YORK— ATLANTA- 
NEW  ORLEANS  CASE 


REPORT  OF  RALPH  L.  WISER  AND 
LAWRENCE  J.  KOSTERS,  EXAMINERS 

Served : 

MAR  25  1947 

•  *  •  •  * 

231S7 

AIR  FREIGHT  PROPOSALS 

•  •  •  *  # 

23190  The  economist  testifying  for  Globe  adverted  to 
a  striking  similarity  of  air  cargo  carriers  to  motor 

vehicle  carriers  in  that  (1)  both  operate  over  a  public 
way,  which  is  provided  by  the  State,  so  that  anyone  can 
use  the  way;  (2)  both  type  of  carriers  use  vehicles  having 
approximately  the  same  load  capacity;  and  (3)  both  have 
pick-up  and  delivery  and  freight  ground-handling  prob¬ 
lems.  In  his  studies  he  noted  that  there  was  a  period  of 
about  15  years  prior  to  1935  during  which  there  was  no 
Federal  regulation,  and  the  motor  carrier  industry  there¬ 
fore  developed,  under  the  interplay  of  economic  forces, 
what  could  be  assumed  to  be  the  most  efficient  and  eco¬ 
nomical  methods  of  operation.  During  this  period  a  large 
percentage  of  the  carriers  gravitated  to  specialized  services, 
and  comparatively  few  are  presently  engaged  in  the  trans¬ 
portation  of  both  freight  and  passengers.  The 

23191  witness  concludes  that  a  motor  carrier  which  spe¬ 
cializes  in  the  transportation  of  freight  only  can 

operate  more  efficiently  and  at  a  lower  unit  cost  than  a 
motor  carrier  engaged  in  the  transportation  of  passen¬ 
gers,  property,  and  mail,  and  that  such  experience  gained 
from  the  motor  carrier  industry  is  a  valuable  guide  in 
determining  the  future  development  of  air  cargo  services. 
Globe  contends  that  with  a  published  rate  of  22  cents 
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per  ton-mile  for  the  carriage  of  air  cargo,  the  volume  of 
air  express  generated  between  such  points  as  New  York, 
Philadelphia,  Baltimore,  Richmond,  Charlotte,  and  At¬ 
lanta  would  be  so  large  that  it  would  be  necessary  to 
handle  the  traffic  with  specialized  cargo-carrying  aircraft. 
Globe  concludes  that  the  energies  and  interests  of  officials 
of  existing  airlines  are  absorbed  principally  in  the  prob¬ 
lems  of  providing  transportation  for  passengers  and  mail 
and  that  they  would  probably  not  give  the  same  degree 
of  detailed  attention  to  the  development  of  an  adequate 
air  freight  service  as  would  be  provided  by  an  indepen¬ 
dent  cargo  airline. 

Globe’s  traffic  estimates  are  based  on  the  prewar  rail¬ 
way  express  and  parcel  post  traffic  flows  over  the  proposed 
route  as  well  as  estimated  annual  railway  express  and 
parcel  post  traffic  for  the  period  from  1947  to  1949. 

The  1939  segment  density  of  railway  express  shipments 
in  tons  between  selected  cities  on  Globe’s  proposed 
route  are  as  follows: 


Between 

Southbound 

Northbound 

Boston-New  York  City . 

.  16,730 

26,477 

New  York-Philadelpliia . 

.  53,004 

21,881 

Philadelphia-Baltimore  . 

.  33,197 

5,288 

Baltimore-Atlanta  . 

.  18,401 

2,113 

Atlanta-Birmingham  . 

.  11,901 

1,943 

Birmingham-New  Orleans . 

.  8,127 

2,105 

The  1939  parcel  post  shipments  in  tons  between  the  same 
selected  cities  on  Globe’s  proposed  route  are  as  follows: 


Between 

Southbound 

Northbound 

Boston-New  York  City . 

.  5,342 

16,694 

New  York-Philadelphia . 

.  19,565 

10,026 

Philadelphia-Baltimore  . 

.  15,250 

4,912 

Baltimore-Atlanta  . 

.  4,467 

258 

Atlanta-Birmingham  . 

.  3,593 

Not  available 

Birmingham-New  Orleans . 

.  1,967 

Not  available 
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In  forecasting  annual  air  freight  tonnages  for  the  pe¬ 
riod  from  1947  to  1949,  applicant  assumed  that  the  level 
of  gross  national  products  would  average  between  1S5  and 
190  billion  dollars  yearly  and  also  that  the  correlation  be¬ 
tween  railway  express  traffic  and  the  value  of  national  gross 
products  noted  between  1939  and  1944  would  continue  from 
1947  to  1949.  From  1939  to  1944  the  value  of  the 
23192  gross  national  products  increased  124  percent  and 
railway  express  revenues  increased  137  percent. 
However,  railway  express  ton-miles  increased  only  117 
percent.  Although  the  value  of  the  gross  national  product 
has  declined  5  to  6  percent  since  1944,  railway  express 
revenues  and  ton-miles  of  service  performed  have  in¬ 
creased  steadily.  Therefore,  it  is  estimated  that  annual 
railway  express  ton-miles  from  1947  to  1949  will  be  120 
percent  greater  than  those  of  1939.  On  this  basis,  esti¬ 
mated  railway  express  tonnage  for  1947  between  certain 
selected  cities  on  Globe’s  proposed  route  is  as  follows: 


Between 

Southbound 

Northbound 

Boston-New  York  City . 

.  36,806 

58,249 

New  York-Philadelphia . 

.  116,609 

43,138 

Philadelphia-Baltimore  . 

.  73,033 

11,637 

Baltimore-Atlanta  . 

_  40,482 

4,649 

Atlanta-Birmingham  . 

.  26,182 

4,275 

Birmingham-New  Orleans  .... 

.  17,879 

4,631 

Globe  estimated  that  at  a  rate  of  22  cents  per  ton-mile, 
25  percent  of  railway  express  tonnage  moving  over  300 
miles  would  be  diverted  to  air  cargo  transportation.  On 
this  basis  it  estimates  that  the  southbound  air  cargo  poten¬ 
tial  over  the  proposed  route  would  amount  to  2,029  tons 
from  Boston  to  Hartford;  2,151  tons  from  Hartford  to  New 
York;  11,739  tons  from  New  York  to  Philadelphia ;  11,527 
tons  from  Philadelphia  to  Baltimore;  10,875  tons  from  Balti¬ 
more  to  Richmond;  10,490  tons  from  Richmond  to  Char¬ 
lotte;  10,375  tons  from  Charlotte  to  Atlanta;  5,823  tons 
from  Atlanta  to  Birmingham;  and  4,518  tons  from  Bir- 
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minghain  to  New  Orleans.  Converting  to  a  daily  basis  by 
dividing  the  foregoing  figures  by  250,  Globe  concludes 
that  daily  southbound  traffic  potential  for  the  proposed 
route  would  be  9  tons  from  Boston  to  New  York;  42  tons 
from  New  York  to  Atlanta;  24  tons  from  Atlanta  to 
Birmingham ;  and  16  tons  from  Birmingham  to  New 
Orleans.  Globe  therefore  contends  that  his  estimated 
traffic  potential  is  amply  sufficient  to  warrant  the  authoriza¬ 
tion  of  its  proposed  service.  In  addition,  Globe  points  out 
that  these  traffic  estimates  are  extremely  conservative  for 
the  reason  that  railway  express  shipments  for  1939  did 
not  include  shipments  of  newspapers  and  printed  matter, 
or  perishables  such  as  seafoods,  baby  chicks,  flowers,  and 
fresh  fruits  and  vegetables.  It  is  asserted  that  the  perish¬ 
able  items  have  been  proved  by  Globe’s  experience  to  rep¬ 
resent  excellent  prospects  as  potential  air  cargo  traffic. 
The  above  estimated  air  cargo  tonnage  over  the  proposed 
route  does  not  include  air  freight  moving  between  points 
on  such  route  and  Mexico  and  Central  America  through 
the  New  Orleans  gateway.  Globe  estimates  that  its  parti¬ 
cipation  in  such  traffic  would  amount  to  approximately 
3,796  tons  annually,  or  12  tons  daily. 

Applicant’s  estimates  indicate  that  its  northbound  traf¬ 
fic  would  be  unbalanced.  However,  it  estimates  that  for 
the  6  or  8  months  during  each  year  when  shipments  of 
perishable  commodities  would  be  available,  it  could  ob¬ 
tain  northbound  load  factors  ranging  from  80  to 
23193  90  percent,  while  during  the  period  when  such 
perishable  shipments  would  not  be  available  north¬ 
bound  load  factors  probably  would  average  about  50  per¬ 
cent. 

As  stated,  Globe’s  estimated  operating  revenues  would 
amount  to  $458,429  annually,  or  54.99  cents  per  revenue 
mile.  Its  total  operating  expenses  of  $366,697  would  con¬ 
sist  of  flying  operations  $143, S68,  maintenance  $73,839, 
ground  operations  $53,360,  traffic  and  advertising  $19,400, 
general  and  administrative  $50,600,  and  depreciation  of 
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equipment  $25,630,  or  a  total  of  44.1  cents  per  revenue 
mile.  Therefore  applicant’s  estimates  indicate  that  during 
the  first  year  of  operation  of  the  proposed  service  its  net 
profit  would  amount  to  $91,732,  or  10.S9  cents  per  revenue 
mile. 

23194  U.  S.  Airlines f  Inc . — This  applicant  is  engaged 
in  operating  a  contract  air  freight  service  between 
certain  northern  and  southern  areas  in  the  eastern  part 
of  the  United  States.  It  seeks  authorization  of  a  scheduled 
air-freight  service  between  areas  which  it  defines  as  the 
northeast  air  freight  area  and  the  Louisana  air  freight 
area.-2  The  application  as  originally  filed  sought  author¬ 
ity  to  engage  in  air  transportation  of  property  on  a  regu¬ 
lar  scheduled  basis  over  a  route  having  the  terminal  points 
Boston,  Mass.,  and  Xew  Orleans,  La.,  via  Providence,  R.  I., 
New  York,  N.  Y.,  Philadelphia,  Pa.,  Wilmington,  Del., 
Baltimore,  Md.,  Washington  D.  C.,  Richmond  and  Norfolk, 
Ya.,  Atlanta,  Ga.,  and  Birmingham,  Ala.,  “and  between  any 
points  lying  within  100  miles  of  a  line  drawn  between  the 
aforementioned  terminal  and  intermediate  points.”  How¬ 
ever,  the  applicant  reached  the  conclusion  that  a  more  ap¬ 
propriate  form  of  certification  for  an  air  freight  carrier 
would  be  for  operations  between  two,  or  more,  air  freight 
areas.  Accordingly,  it  limited  its  exhibits  to  proof  of  need 
for  air  freight  service  between  the  area  lying  within  the 
above  100-mile  band  between  Portland,  Maine,  and  Nor¬ 
folk,  Va.,  called  the  Northeast  Air  Freight  Area,  and  the 
area  within  the  100-mile  band  between  New  Orleans,  La., 
and  Grove  Hill,  Clark  County,  Ala.,  called  the  Louisiana 
Air  Freight  Area.  The  certificate  requested  would  permit 
air  freight  service  from  any  point  in  one  area  to  any  point 
in  the  other  area,  but  not  between  points  in  the  same  area. 

U.  S.  Airlines,  Inc.,  was  incorporated  in  the  State  of 
Florida  in  March  1946.  The  officers  of  the  corporation  are 

22  While  it  makes  no  request  therefor,  U.  S.  Airlines  states  that  its  applica¬ 
tion  can  be  construed  as  one  to  transport  mail  if  the  Board  so  desires. 
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Harry  R.  Playford,  president,  Theodore  N.  Law,  vice  pres¬ 
ident,  D.  G.  Bash,  secretary-treasurer,  and  J.  D.  Rains,  as¬ 
sistant  secretary  and  assistant  treasurer.  The  directors  are 
.Messrs.  Playford,  Law,  Bash,  and  W.  S.  Howell  and  Sam 
H.  Mann. 

Authorized  capital  stock  of  the  corporation  is  2,500,000 
shares  at  a  par  value  of  $1  per  share.  At  the  time  of  the 
hearing  1,500,000  shares  were  issued  and  outstanding.  This 
stock  structure  represents  a  change  from  the  initial  author¬ 
ization  which  provided  for  1,000  shares  of  no  par  value 
stock.  Of  the  initially  authorized  stock  600  shares  had  been 
sold  at  $1,000  per  share  prior  to  the  recapitalization.  In 
the  recapitalization,  these  initial  shares  were  converted 
to  600,000  shares  of  $1  par  value  stock.  Subsequently  900,- 
000  additional  shares  were  sold.  All  of  the  stock  is  regis¬ 
tered  in  the  names  of  persons  whose  addresses  are  in  the 
United  States. 

Mr.  Playford  entered  the  aviation  field  in  World  War  I 
in  the  Army  Air  Forces.  He  subsequently  organized  and 
operated  several  flying  schools  and  clubs  and  obtained  a 
commercial  pilot’s  license.  Early  in  World  War  II  he 
served  as  national  executive  and  supply  officer  with  the 
Civil  Air  Patrol,  later  organizing  and  supervising  a  transi¬ 
tion  flight  training  program  at  Jacksonville  conducted 
through  National  Airlines  by  the  Air  Transport  Command. 
Still  later  he  reorganized  and  supervised  a  CAA  indoc¬ 
trination  program  in  Knoxville  for  University  of  Tennes¬ 
see  and  Maryville  College  Air  Corps  Cadets.  He  is  a  di¬ 
rector  and  one  of  the  principal  stockholders  of  Alaska 
Airlines  and  is  president  and  principal  stockholder  of  LT.  S. 
Flying  Services,  Inc.,  a  fixed  base  operation  at  St.  Peters¬ 
burg  which  is  presently  controlled  through  stock  owner¬ 
ship  by  U.  S.  Airline,  Inc.  Therefore  N.  Law  entered  into 
aviation  activities  in  1938  and  is  presently  a  director  of 
Mid-Continent  Airlines  and  Alaska  Airlines.  He 
23196  is  currently  assisting  in  the  organization  of  a  Cen¬ 
tral  American  airline  which  proposes  operations  to 
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the  United  States.  His  other  activities  include  an  oil  dril¬ 
ling  business  and  a  large  ranch  operation  in  California. 
D.  G.  Bash  served  as  an  Air  Forces  officer  in  World  War 
I.  He  was  with  the  Bessemer  &  Lake  Erie  Railroad  as  a 
civil  engineer  until  1930  when  he  was  employed  by  the 
Interstate  Commerce  Commission.  He  transferred  from 
the  Interstate  Commission  to  the  Bureau  of  Air  Mail  in 
1935,  and  in  1937  was  elected  treasurer  of  National  Air¬ 
lines.  He  continued  in  that  position  until  1945  when  he  be¬ 
came  secretary-treasurer  of  U.  S.  Airlines.  J.  D.  Rains, 
the  assistant  secretary  and  assistant  treasurer,  was  with 
National  Airlines  for  3  years  as  an  auditor.  Prior  ex¬ 
perience  included  accounting  work  for  trucking  concerns. 
The  other  directors  and  key  personnel  of  the  organization 
show  varying  degrees  of  business  and  aviation  experience 
fitting  them  for  their  present  positions.  The  organization, 
as  of  the  time  of  the  hearing,  had  a  total  personnel  of  262 
employees.  Some  spend  considerable  amounts  of  time  in 
connection  with  the  fixed  base  operation  at  St.  Peters¬ 
burg. 

U.  S.  Airlines’  request  for  an  area  to  area  certificate  is 
based  upon  its  past  experience  with  various  types  of  ser¬ 
vice  and  represents  its  conclusion  as  to  the  air  freight 
service  best  adapted  to  the  needs  of  shippers.  Initial  oper¬ 
ations,  starting  in  December  1945,  were  on  a  nonscheduled 
basis.  This  was  found  to  be  unsatisfactory,  especially  by 
shippers  of  perishables  who  desired  a  definite  and  regu¬ 
lar  hour  of  departure  for  proper  scheduling  of  the  prelim¬ 
inary  preparation  and  packing  of  shipments.  Consignees 
also  desired  specific  times  of  arrival  to  suit  marketing 
hours.  To  meet  these  demands  the  operation  was  changed 
to  a  scheduled  contract  service.  Limitations  in  a  sched¬ 
uled  contract  service  which  would  be  eliminated  by  common 
carrier  certification  include  the  inability  to  advertise  to 
the  public  and  accept  all  shipments  offered  and  the  atten¬ 
dant  limitation  on  the  use  of  freight  fowarders.  Without 
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general  advertising,  contracts  are  administratively  limited 
to  large  users  of  air  freight  who  have  recurring  business. 

This  proceeding  is  among  the  first  to  include  applica¬ 
tions  for  authorization  of  a  scheduled  common  carrier 
air  service  for  the  carriage  of  property  or  property  and 
mail  only.  Both  applicants  proposing  such  service  have 
recognized  the  fact  that  the  economic  indices  ordinarily 
used  to  estimate  air  passenger  potential,  while  of  some 
value  in  indicating  the  production  and  consumption  of 
goods  in  a  city  or  area,  still  require  further  analysis  to 
determine  the  air  freight  potential. 

In  its  studies  U.  S.  Airlines  has  sought  to  determine  this 
potential  by  analyzing  various  products  and  circumstances 
which  will  make  an  item  an  air  freight  candidate.  It  de¬ 
fines  an  “air  candidate”  as  “any  commodity,  the  value  of 
which  at  point  of  destination  is  sufficiently  enhanced  by 
speed  in  transit  to  warrant  transportation  by  aircraft.” 
In  general  it  finds  that  the  factors  which  determine  an  air 
candidate  are  the  density,  perishability,  and  intrinsic  value 
of  the  commodity.  Other  incidental  factors  are  the  adver¬ 
tising  and  novelty  value  attaching  to  air-borne  items,  the 
increased  utilization  of  property,  and  emergency  or  ur¬ 
gent  need  for  speed  in  transportation.  Air  candidates 
have  been  grouped  for  analysis  in  four  general 
23197  categories:  (1)  agricultural  products,  (2)  fishery 
products,  (3)  industrial  products,  and  (4)  better 
utilization  of  property. 

Agricultural  products  are  generally  air  candidates  be¬ 
cause  of  their  highly  perishable  nature.  Retention  of  vita¬ 
min  C  content  is  set  forth  as  a  reasonably  good  indication 
of  palatability  and  wholesomeness.  Some  fruits  and  vege¬ 
tables  lose  a  considerable  part  of  their  initial  vitamin  C 
content  when  stored  for  a  number  of  days  at  near  freezing 
temperatures.  Others  do  not.  For  example,  snap  beans 
when  freshly  picked  contain  17  milligrams  of  vitamin  C. 
After  1  day  cold  storage  the  figure  is  16.5  milligrams. 
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After  6  days  cold  storage  it  is  9.8.  On  the  other  hand 
cauliflower  after  cold  storage  for  2  weeks  shows  no  ap¬ 
preciable  change  from  the  initial  vitamin  C  content.  From 
such  studies  and  past  experience  U.  S.  Airlines  selected 
the  agricultural  air  candidates.  In  1944  there  moved  from 
the  Northeast  area  to  New  Orleans  30  carloads  of  such 
products.  In  the  same  period,  915  carload  shipments  of 
such  items  moved  from  the  Louisiana  area  to  the  North¬ 
east  area. 

The  spoilage  of  seafood  products  makes  a  number  of 
them  good  air  freight  candidates.  The  Louisiana  area  is 
an  important  producer  of  such  items.  In  1945  this  area 
produced  almost  13  million  pounds  of  hard  shell  crabs, 
46,500  pounds  of  soft  shell  crabs,  over  1  million  pounds  of 
fresh  water  fish,  over  200,000  barrels  of  shrimp,  more  than 
5  million  pounds  of  salt  water  fish,  and  more  than  250,000 
barrels  of  oysters.  The  1945  fish  production  in  Maine  was 
just  under  200  million  pounds,  of  which  lobsters  consti¬ 
tuted  about  10  percent.  Lobsters  and  soft  shell  crabs,  be¬ 
ing  especially  subject  to  spoilage,  will  have  new  markets 
opened  for  them  by  air  transportation. 

Industrial  products  manufactured  in  the  Northeast  area 
were  analyzed  to  determine  the  number  of  air  candidates. 
A  value  in  excess  of  $1  per  pound,  density,  and  perishabil¬ 
ity  were  the  criteria  applied.  Based  on  the  data  in  the  16th 
census  reports  it  was  determined  that  this  area  in  1939 
manufactured  air  candidates  valued  in  excess  of  4.5  bil¬ 
lion  dollars.  No  estimate  of  the  amount  of  such  manufac¬ 
tures  destined  for  the  Louisiana  area  was  submitted,  but 
it  was  noted  that  the  Louisiana  area  is  not  highly  indust¬ 
rialized. 

Specific  attention  was  directed  by  U.  S.  Airlines  to  the 
air  freight  potential  in  wearing  apparel  between  New  York 
and  the  Louisiana  area.  Women’s  apparel,  because  of  its 
“style  factor”,  has  a  type  of  perishability  which  makes  it 
an  air  candidate.  New  York  produces  at  least  70  percent 
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of  all  women’s  apparel  made  in  the  United  States.  The 

State  of  Louisiana  has  onlv  two  establishments  manufactur- 

* 

ing  women’s  wear.  In  1939  in  the  city  of  New  Orleans  34 
million  dollars  was  spent  for  women’s  clothing.  Assuming 
that  70  percent  of  this  was  produced  in  New  York  it  repre¬ 
sents  an  air  freight  potential  of  almost  50,000  pounds  per 
day. 

p]xamples  of  items  in  the  category  labeled  “better  utili¬ 
zation  of  property”  include  items  which  are  air  candidates 
because  the  air  transportation  will  make  possible  reduc¬ 
tion  in  warehouse  requirements  and  inventory  and  contrib¬ 
ute  to  a  higher  turnover.  Household  furniture  moving 
comes  in  this  group  in  that  the  mover  will  not  suffer  added 
expense  of  hotel  rooms,  etc.,  because  of  waiting  at  the  des¬ 
tination  for  his  household  goods. 

23198  U.  S.  Airlines  estimates  that  the  export  and  im¬ 
port  trade  to  the  Caribbean  and  Latin  American 
countries  through  the  New'  Orleans  customs  district  will 
offer  a  high  percentage  of  air  candidates.  In  1942  that 
customs  district  ranked  fifth  in  volume  of  exports  and 
second  in  volume  of  imports  in  the  LTnited  States.  Of  1942 
exports  from  that  customs  district  valued  at  $291,242,692, 
air  candidates  accounted  for  $34,608,232  representing  in 
excess  of  6  million  pounds.  Imports  in  1942  had  a  value 
of  $246,352,505,  and  of  these  $1,550,243  represents  air  can¬ 
didates  having  a  total  weight  of  336,687  pounds.  No  esti¬ 
mate  of  the  LTnited  States  points  of  origination  or  destina¬ 
tion  of  the  exports  and  imports  w*as  attempted. 

U.  S.  Airlines  contends  that  figures  on  air  freight  poten¬ 
tial  based  on  past  transportation  services  are  minimum 
figures  since  initiation  of  air  freight  service  generates 
new  business,  especially  in  the  case  of  perishable  goods. 
They  cite  from  their  experience  the  planting  of  10,000 
caster  lily  bulbs  by  a  Florida  flower  grower  which  w’ere 
transported  by  air  freight  as  cut  flow’ers  to  the  New  York 
market.  Prior  attempts  by  that  grower  to  ship  such  items 
by  rail  express  had  proved  unsatisfactory. 
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This  applicant  also  contends  that  the  difference  between 
cost  of  shipment  by  air  and  surface  means  will  often  be  off¬ 
set  by  economies  in  packaging  made  possible  by  the  faster 
transit.  Items  requiring  ice  when  shipped  by  surface  must 
have  wooden  crates.  The  same  items  flown  to  their  markets 
can  be  precooled  and  packed  in  lighter  cardboard  con¬ 
tainers.  Preparation  of  various  food  items  at  the 
growing  area  so  that  they  are  ready  for  cooking  and  packed 
in  consumer  packages  is  possible  with  air  freight  and 
saves  shipping  of  discards  and  waste  portions  of  the  item 
as  picked. 

U.  S.  Airlines  concludes  generally  that  the  reasons  found 
by  the  Federal  Coordinator  of  Transportation  in  his  Mer¬ 
chandise  Traffic  Report,  1933,  for  the  shippers’  growing 
preference  for  truck  transportation  to  that  of  rail  1.  c.  1. 
and  express  shipments  will  apply  to  preferring  the  air¬ 
plane  to  the  truck.  The  coordinator’s  report  showed  that 
73  percent  of  shippers  using  trucks  gave  ‘‘faster  service” 
as  the  principal  reason  for  that  preference.  U.  S.  Airlines 
points  out  that  rail  express  time  from  Boston  to  New  Or¬ 
leans  averages  5.5  days  and  trucking  time  averages  3  days, 
while  U.  S.  Airlines’  time  is  10-%  hours.  The  next  most 
frequently  stated  reason  for  truck  preference  was  the  pick¬ 
up  and  delivery  service.  U.  S.  Airlines  proposes  to  arrange 
for  such  service  at  each  point.  The  third  stated  reason 
reported  by  the  coordinators  was  the  mere  flexible  or  con¬ 
venient  service  offered  by  truckers.  U.  S.  Airlines  con¬ 
tends  that  its  services  will  be  as  flexible  and  convenient  as 
those  offered  by  the  long-distance  truck  lines.  The  chief 
reason  reported  for  not  using  trucks  was  a  lack  of  respon¬ 
sibility.  At  that  time  there  was  no  Federal  regulation  of 
motor  carriers. 

The  tonnage  handled  by  common  carrier  trucks  in  1932 
amounted  to  3,549,000.  Adding  the  amounts  carried  by 
contract  carrier  and  private  trucking  concerns  gives  a 
total  for  all  trucked  merchandise  in  1932  of  32,260,000  tons. 
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Rail  1.  c.  1.  fowarrler,  and  express  shipments  in  that  year 
totaled  19,962,000  tons.  Approximately  10  percent  of  the 
tonnage  moving  by  truck  in  1932  traveled  over  250 
miles. 

23199  As  previously  indicated,  U.  S.  Airlines  proposes 
an  area-to-area  service.  Their  initial  plan  of  oper¬ 
ation  contemplates  one  daily  flight  each  way  between  the 
northeast  area  and  the  Louisiana  area.  Representative 
schedules  for  the  proposed  operation  show  six  points  in 
each  area2J  which  would  receive  service  of  varying  fre¬ 
quency  during  all  or  part  of  the  year.  An  analysis  of  these 
schedules  is  perhaps  the  best  way  of  understanding  this 
applicant’s  concept  of  the  proposed  area  service. 

The  representative  schedules  cover  1-week  periods  in 
the  months  of  February,  May,  August,  and  November. 
Each  flight  serves  but  one  point  in  the  area  of  origination 
and  in  the  majority  of  cases  but  one  point  in  the  area 
of  destination.  No  flight  serves  more  than  two  points  in 
the  area  of  destination.  Analyzing  the  schedules  for  the 
week  in  May,  for  example,  shows  the  following:  four 
flights  originate  in  New  York  and  have  destinations  New 
Orleans/Hammand;  two  flights  originate  in  New  Orleans 
with  destination  New  York;  four  flights  originate  in  Ham¬ 
mond  with  destinations  New  York  (1),  Philadelphia  (1), 
Boston  (1),  and  Baltimore  (1) ;  one  flight  goes  from  Phila¬ 
delphia  to  New  Orleans,  one  from  Portland  to  New  Or¬ 
leans,  one  from  Baltimore  to  New  Orleans/Mobile,  and 
one  from  Mobile  to  New  York. 

The  limitation  on  the  number  of  points  served  by  any 
flight  makes  for  a  low  frequency  between  certain  points 
in  each  area.  The  applicant  justifies  such  an  operation  on 
the  ground  that  a  greater  number  of  intermediate  stops 

23  In  the  northeast  area  the  cities  are  Portland,  Maine,  Boston,  Maas., 
New  York,  N.  Y.,  Philadelphia,  Pa.,  Baltimore,  Md.,  and  Washington,  D.  C. 
In  the  Louisiana  area  they  are  New  Orleans,  La.,  Mobile,  Ala.,  Biloxi,  Miss., 
Morgan  City,  Hammond,  and  Du  Lac,  La. 
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will  increase  the  cost  of  the  service.  It  would  add  schedules 
as  demands  require.  One  witness  indicated  that  schedules 
would  name  specific  points  only  in  the  area  of  origination 
and  set  forth  the  general  “area”  destination  with  stops 
in  the  destination  area  determined  by  the  shipments  car¬ 
ried. 

Operations  of  U.  S.  Airlines  for  the  months  of  Decem¬ 
ber  1945  through  March  1946,  including  the  fixed  base 
operations  of  U.  S.  Flying  Services,  Inc.,  showed  a  net 
loss  of  approximately  $169,000. 

Estimates  of  revenue  and  expense  for  a  daily  New  York- 
New  Orleans  operation  with  DC-3  equipment  showed  an 
anticipated  net  loss  of  $23,743  for  the  first  year  of  opera¬ 
tion.  These  estimates  assumed  95  percent  schedule  com¬ 
pletion,  average  load  factor  of  75  percent,  and  compliance 
with  all  applicable  Civil  Air  Regulations  for  scheduled  air 
carriers.  Annual  ton-mile  flown  amounted  to  2,212,435, 
which  at  19.5  cents  per  ton-mile  would  yield  a  total  revenue 
of  $131,425.  Expense  estimates  were  broken  down 
23200  as  follows : 

Cents  per 
revenue 


Item  mile  Amount 

Flying  operations  .  20.18  $162,333 

Flight  equipment  maintenance .  7.12  57,243 

Flight  equipment  depreciation  .  1.54  12,447 

Ground  operations  .  6.70  53,933 

Ground  equipment  maintenance  ....  3.47  27,911 

Ground  equipment  depreciation . 42  3,333 

Traffic  and  sales  .  5.84  46,967 

Advertising  and  publicity .  1.78  14,333 

General  and  administrative .  9.53  76,667 


Total  expense .  56.58  455,167 


An  additional  estimate  of  revenue  and  expense  based 
upon  the  substitution  of  the  Fairchild  “Packet”  indicated 
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that  such  equipment  would  make  possible  a  profit  of  $172,- 
034  for  the  first  year  of  operation.  This  applicant  stated 
its  intention  to  purchase  Fairchild  “Packets”  as  soon  as 
they  are  available  to  persons  other  than  the  military 
forces. 

On  the  basis  of  the  evidence  put  in  the  record  by  U.  S. 
Airlines  there  is  little  doubt  that  there  is  a  large  air  freight 
potential  in  goods  produced  and  consumed  in  the  notheast 
area  and  in  commodities  originating  or  consumed  in,  or 
passing  through  the  Louisiana  area.  The  record  however 
is  not  extensive  respecting  movement  of  air  candidates 
between  these  areas.  One  exhibit  identifies  915  carloads 
of  fresh  fruit  and  vegetable  “air  candidates”  which  origi¬ 
nated  during  1944  in  the  Louisian  area  and  went  to  the 
northeast  area,  or,  specifically,  the  cities  of  Washington, 
Baltimore,  New  York,  Philadelphia,  and  Boston.  In  the 
reverse  direction  there  were  62  carloads  of  fresh  fruit 
and  vegetables,  of  which  30  were  estimated  to  be  air  candi¬ 
dates.  Another  study  estimates  that  the  air  freight  poten¬ 
tial  in  the  New  York  clothing  industry  is  sufficient  to 
justify  daily  flights  between  New  York  and  the  Louisiana 
area. 

Exhibits  showing  the  fish  production  in  the  Louisiana 
area  do  not  estimate  demand  for  such  items  in  the  north¬ 
east  area.  No  comparative  study  of  fish  production  along 
the  New  England  Coast  was  presented  to  permit  a  sound 
estimate  of  the  Louisiana  area  fishery  products  which 
might  be  in  demand  in  the  northeast  area.  As  was  pointed 
out  previously,  the  estimates  of  industrial  air  candidates 
produced  in  the  Northeast  area  and  for  import  and  export 
air  candidates  through  the  New  Orleans  Customs  District 
were  not  broken  down  to  show  an  estimated  movement  of 
air  freight  between  the  areas  concerned. 

Apart  from  the  data  evidencing  general  industrial  or 
agricultural  activity  in  the  areas  concerned,  U.  S.  Air¬ 
lines  cities  examples  illustrating  the  operation  of  the  area 
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service  proposed.  The  city  of  Hammond  is  a  strawberry 
growing  center.  It  is  some  60  miles  from  New  Orleans 
by  road. 

23201  The  strawberry  season  lasts  approximately  3 
months,  but  during  that  period  might  require  daily 
flights  to  the  northeast  area.  For  marketing  of  such  ship¬ 
ment  to  the  best  advantage  of  the  shipper,  flights  on  succes¬ 
sive  days  should  go  to  varying  destinations.  The  most 
economical  air  transportation  of  such  shipments  would 
eliminate  intermediate  stops.  To  require  the  shipper  to 
truck  these  berries  to  New  Orleans  to  place  them  on  a  plane 
which  operated  over  a  fixed  route  making  specified  stops 
l>efore  arriving  at  the  desired  destination  would  be  a  more 
expensive  and  less  desirable  service.  This  argument  in 
favor  of  an  area-to-area  type  service  appears  generally 
valid  where  the  movement  of  perishable  products  is  in¬ 
volved.  On  the  other  hand,  shippers  of  nonperishable  prod¬ 
ucts,  which  represent  the  major  part  of  the  commercial 
output  of  the  notheast  area,  might  well  prefer  the  higher 
flight  frequency  of  a  conventional  route  operation. 

Globe  Freight  Airline,  Inc.,  contends  that  the  Board  is 
without  power  to  certificate  an  air  carrier  on  an  area  basis. 
It  points  out  that  section  401  (f)  of  the  Act  requires  that 
“each  certificate  #  #  #  shall  specify  the  terminal  points 
and  intermediate  points,  if  any,  between  which  the  air 
carrier  is  authorized  to  engage  in  air  transportation  •  #  •  ” 
and  further  that  “A  certificate  issued  under  this  section  to 
engage  in  foreign  air  transportation  shall,  insofar  as  the 
operation  is  to  take  place  without  the  United  States,  desig¬ 
nate  the  terminal  and  intermediate  points  only  insofar  as 
the  Authority  shall  deem  practicable,  and  otherwise  shall 
designate  only  the  general  route  or  routes  to  be  followed.,, 
It  contends  that  the  specific  power  to  deviate  from  a  point- 
to-point  route  designation,  insofar  as  the  operation  is  to 
take  place  without  the  United  States ,  clearly  implies  that 
the  Board  is  limited  in  certificating  domestic  operations 
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to  the  customary  usage  of  naming  specific  terminal  and 
intermediate  points.  It  also  contends  that  the  phrase  “if 
any”  following  the  words  “terminal  and  intermediate 
points”  in  section  401  (f)  qualifies  intermediate  points 
only,  and  covers  situations  such  as  is  found  on  Western 
Air  Lines’  route  Xo.  63,  which  has  the  terminal  points  of 
San  Francisco  and  Los  Angeles  but  no  intermediate  points. 

Briefs  filed  by  U.  S.  Airlines  and  public  counsel  argue 
that  the  Board  has  authority  to  issue  area-to-area  certifi¬ 
cates.  U.  S.  Airlines  points  to  certificates  issued  by  the 
Board  to  Alaskan  air  carriers,24  authorizing  service  over 
irregular  routes  within  a  stated  area  as  precedent  for  the 
issuance  of  an  area-to-area  certificate  such  as  it  has  re¬ 
quested. 

Attention  is  directed  to  section  208  (a)  of  the  Motor 
Carrier  Act2''  which  served  as  the  original  model  for  sec¬ 
tion  401  (f),  and  which  provides  in  part:  “Any  certificate 
issued  under  section  206  or  207  shall  specify  the  service 
to  be  rendered  and  the  routes  over  which,  the  fixed  termini, 
if  any,  between  which,  and  the  intermediate  and  off  route 
points,  if  any,  at  which,  and  in  case  of  operations  not  over 
specified  routes  or  between  fixed  termini  the  terri- 
23202  tory  within  which,  the  motor  carrier  is  authorized 
to  operate  #  *  Area  service  was  clearly  embaced 
in  the  warding  of  that  section. 

The  warding  of  section  401  (f)  of  the  Civil  Aeronautics 
Act  underwant  various  changes  in  the  succession  of  bills 
which  were  introduced  leading  to  its  enactment,  but  the 
exact  warding  of  section  208  (a)  of  the  Motor  Carrier  Act 
was  never  employed.  Perhaps  the  nearest  approach  to  that 
wording  is  found  in  the  bill  S.  3420  introduced  on  July  29, 
1935,  which  proposed  the  language  “Sec.  405  (e).  Any 
certificate  issued  under  this  section  to  an  air  carrier  shall 
specify  the  route  or  routes  over  which  (or,  in  case  of 

24  Alaska  Air  Transportation  Investigation,  3  C.  A.  B.  $04  (1942). 

25  49  Stat.  552,  49  U.  S.  C.  30$. 
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operations  not  over  specified  routes  or  between  fixed  ter¬ 
mini,  the  territory  within  which)  the  air  carrier  is  author¬ 
ized  to  operate  and  the  service  to  be  rendered  over  such 
route  or  within  such  territory.”  A  separate  provision  gov¬ 
erned  the  terms  and  conditions  of  certificates  for  foreign 
air  transportation.  Subsequent  bills  dropped  references 
to  routes  or  areas  and  used  the  words  “terminal  points  and 
intermediate  points”  found  in  the  Act.  The  phrase  “if  any” 
was  included,  then  omitted  in  successive  versions  of  the 
bill,  and  was  restored  in  a  later  amendment  which  per¬ 
sisted  through  the  conference  committee  prints  and  eventu¬ 
ally  became  law.  Public  counsel  finds  special  significance 
in  the  final  inclusion  of  the  phrase  “if  any”,  reasoning 
that  if  Congress  intended  that  each  certificate  issued  should 
specify  particular  terminal  points  or  terminal  points  alone 
— if  the  operation  authorized  was  between  only  two  points 
— then  the  language  of  the  earlier  draft  omitting  the 
phrase  “if  any”  would  have  been  adequate  and  appropri¬ 
ate.  Public  counsel  discern  from  the  final  inclusion  of 
this  phrase  a  Congressional  intent  to  advert  to  the  per¬ 
missive  authority  of  section  208  (a)  of  the  Motor  Carrier 
Act  to  award  area-type  certificates.  Public  counsel  also 
conclude  that  by  tests  of  grammatical  construction  and 
statutory  construction  the  “if  any”  must  be  read  as  appli¬ 
cable  to  the  entire  phrase  “terminal  points  and  intermedi¬ 
ate  points.” 

23203  Conclusions — Air  freight  applicants .  Globe  and 

U.  S.  each  has  a  satisfactory  organizational  plan 
with  respect  to  its  proposed  operation  and  each  has  sub¬ 
mitted  evidence  that  it  is  fit,  willing,  and  able  to  provide 
the  transportation  it  proposes.  The  evidence  indicates 
that  there  is  potential  traffic  sufficient  to  support  a  sub¬ 
stantial  volume  of  air  freight  service  between  Boston  and 
New  Orleans  via  intermediate  points,  or  between  the 
Louisiana  and  northeast  areas.  On  the  other  hand,  there 
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is  no  doubt  that  the  existing  carriers  will  be  able  to  obtain 
the  necessary  equipment  and  serve  this  traffic.  The  de¬ 
cision  rests  primarily  upon  the  conclusion  as  to  the  manner 
in  which  property  shall  be  transported  by  air,  i.e.,  by  car¬ 
riers  which  also  move  passengers,  or  by  carriers  limited  to 
the  transportation  of  freight,  or  both.  The  Board  has  in 
another  proceeding  consolidated  numerous  applications 
for  authority  to  conduct  air  freight  operations.26  In  that 
proceeding  the  Board  will  be  faced  with  deciding  the  ques¬ 
tion  on  a  nation-wide  basis.  And  if  it  should  be  decided 
that  transportation  by  separate  carriers  is  required,  the 
Board  will  have  to  pass  on  the  relative  desirability  of  area- 
to-area  service  and  point  to  point  service. 

Scheduled  service  via  specific  points  is  a  familiar  method 
of  operation.  The  area-to-area  service  may  also  be  found 
to  be  one  of  the  answers  to  the  air  freight  problem.  How¬ 
ever,  such  an  authorization  involves  many  difficult  prob¬ 
lems.  For  example,  consideration  might  be  given  to  the 
duties  which  an  applicant  would  assume  in  providing  air 
transportation  between  areas.  First  impression  would 
indicate  that  published  schedules,  to  achieve  any  depend¬ 
ability,  must  be  tied  to  specific  points.  Apparently,  what 
the  applicant  herein  proposing  area  service  desires  is  to 
free  itself  from  serving  particular  points  when  available 
traffic  will  not  support  service  and  at  the  same  time  place 
itself  in  a  position  to  serve  any  point  in  the  area  when 
traffic  indicates  the  need  thereof,  thus  rendering  a  sendee 
between  various  points  which  would  be  attuned  to  the  al¬ 
ternating  needs  of  those  point  as,  for  example,  during  the 
tomato  season  at  one  point,  the  strawberry  season  at  an¬ 
other  point.  While  its  application  herein  does  not  con¬ 
template  any  limitation  on  its  authority  either  as  to  places, 
seasons,  or  products,  neither  does  the  applicant  make  any 
attempt  to  indicate  the  extent  of  the  duties  which  it  would 
assume  under  the  certificate  which  it  requests  the  Board 


26  Air  Freight  Cane,  Docket  No.  810  ct  al. 
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to  issue.  Questions  arise,  for  example,  as  to  what  prospec¬ 
tive  shippers  could  anticipate  to  be  the  applicant’s  respon¬ 
sibility  under  section  404,  or  what  transportation  it  would 
be  under  a  duty  to  provide  with  respect  to  the  carriage  of 
mail  for  the  Post  Office  Department.  It  is  possible  that  a 
service  pattern  system  such  as  is  used  with  respect  to 
foreign  air  transportation  might  permit  experimentation 
to  light  the  way  toward  development  of  some  solution  to 
this  aspect  of  the  air  freight  problem. 

23204  In  any  event  it  would  appear  doubtful  that  the 
Board  should  render  a  decision  on  the  freight  ap¬ 
plications  in  the  instant  case  before  considering  also  the 
Air  Freight  Case,  In  view  of  the  policy  questions  of  na¬ 
tion-wide  concern,  which  also  affect  vitally  the  parties  in 
the  other  proceeding,  final  disposition  on  a  piecemeal  basis 
would  seem  inappropriate.  The  legal  issue  as  to  the 
Board's  power  to  issue  an  area-to-area  certificate  is  like¬ 
wise  involved  in  the  Air  Freight  Case  since  several  appli¬ 
cants  propose  area-to-area  service.  That  issue  appears  to 
have  been  decided  by  the  Board  by  its  action  in  the  Alaskm 
Investigation f2'  in  which  certificates  were  issued  author¬ 
izing  air  transportation  without  regard  to  any  specified 
terminal  or  intermediate  points.  But  if  the  Board  decides 
that  it  should  re-examine  its  legal  power  to  issue  certifi¬ 
cates  which  do  not  specify  terminal  points,  it  would  seem 
fair  to  consider  the  legal  arguments  of  the  parties  in  the 
other  proceeding  before  determining  the  matter.  Ac¬ 
cordingly  it  is  recommended  that  the  Board  defer  decision 
on  the  two  air  freight  applications  and  act  thereon  when  a 
decision  is  reached  in  the  Air  Freight  Case. 

•  •  •  •  • 


27  3  C.  A.  B.  804  (1942). 
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Air  Freight  Applications 

23995  Globe  Freight  Airline,  Inc.,  and  U.  S.  Airlines, 
Inc.,  propose  to  concentrate  their  activities  on 
the  provision  of  air  freight  services.  The  Board  in  another 
proceeding,  the  Air  Freight  Case ,  Docket  No.  810  et  al., 
has  consolidated  numerous  applications  to  conduct  air 
freight  operations  throughout  the  Nation,  including  pro¬ 
posals  to  operate  between  substantially  the  same  points  and 
areas  as  requested  herein  by  Globe  and  U.  S.  In  view  of 
this  duplication,  both  in  respect  of  the  territory  involved 
and  the  specialized  character  of  the  operations  proposed, 
we  find  that  it  is  in  the  public  interest  to  defer  these  two 
applications  for  decision  concurrently  with  the  similar 
proposals  presented  in  the  Air  Freight  Case . 
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UNITED  STATES  OF  AMERICA 
CIVIL  AERONAUTICS  BOARD 
WASHINGTON,  D.  C. 


DOCKET  NO.  810  ET  AL. 
AIR  FREIGHT  CASE 


Recommended  that  the  Flying  Tiger  Line,  Inc.,  be  author¬ 
ized,  subject  to  certain  conditions,  to  engage  in  air 
transportation  of  property  between  any  point  in  the 
following  groups  of  points  and  any  point  in  any  other 
group:  (a)  the  coterminal  points  Los  Angeles/San 
Francisco,  the  intermediate  points  Bakersfield,  Braw- 
ley-El  Centro,  Fresno,  Long  Beach,  Oakland,  Sacra¬ 
mento,  Salinas-Monterey,  San  Diego,  Santa  Barbara, 
Stockton,  and  Thermal;  (b)  the  intermediate  points 
Longview,  Portland,  Seattle,  Wenatchee,  and  Yakima ; 
(c)  the  intermediate  point  Minneapolis-St.  Paul;  (d) 
the  intermediate  points  Des  Moines,  Kansas  City,  and 
Omaha;  (e)  the  intermediate  points  Chicago,  Cleve¬ 
land,  Detroit,  Grand  Rapids,  Milwaukee,  South  Bend, 
and  Toledo;  (f)  the  intermediate  points  Albany,  Bing¬ 
hamton,  Boston,  Buffalo,  Hartford,  New  York,  Newark, 
Providence,  and  Rochester;  and  (g)  coterminal  points 
Portland/Rockland. 

Recommended  that  California  Eastern  Airways,  Inc.,  be 
authorized,  subject  to  certain  conditions,  to  engage  in 
air  transportation  of  property  between  any  point  in 
the  following  groups  of  points  and  any  point  in  any 
other  group:  (a)  the  coterminal  points  Los  Angeles/ 
San  Francisco,  the  intermediate  points  Bakersfield, 
Brawley-El  Centro,  Fresno,  Long  Beach,  Oakland, 
Sacramento,  Salinas-Monterey,  San  Diego,  Santa  Bar¬ 
bara,  Stockton,  and  Thermal;  (b)  the  intermediate 
point  Denver;  (c)  the  intermediate  points  Des  Moines, 
Kansas  City,  and  Omaha;  (d)  the  intermediate  points 
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Akron,  Chicago,  Cleveland,  Columbus,  Dayton,  Fort 
Wayne,  Indianapolis,  Peoria,  South  Bend,  and  Toledo; 
and  (e)  the  intermediate  points  Allentown,  Baltimore, 
Harrisburg,  Newark,  Philadelphia,  Pittsburgh,  Wash¬ 
ington,  and  Wilmington,  and  the  terminal  point  New 
York. 

Recommended  that  Slick  Airways,  Inc.,  be  authorized,  sub¬ 
ject  to  certain  conditions,  to  engage  in  air  transporta¬ 
tion  of  property  (1)  between  any  point  in  the  following 
groups  of  points  and  any  point  in  any  other  group: 

(a)  the  coterminal  points  Los  Angeles/San  Francisco, 
the  intermediate  points  Bakersfield,  Brawley-El  Cen¬ 
tro,  Fresno,  Long  Beach,  Oakland,  Sacramento, 
Salinas-Monterey,  San  Diego,  Santa  Barbara,  Stock- 
ton,  and  Thermal;  (b)  the  intermediate  point  Phoenix; 
(c)  the  intermediate  points  Brownsville,  Corpus 
Christi,  Eagle  Pass,  Fort  Worth- Dallas,  Houston, 
Laredo,  Mission,  and  San  Antonio;  (d)  the  intermedi¬ 
ate  points  Akron,  Cincinnati,  Cleveland,  Columbus, 
Dayton,  Detroit,  Fort  Wayne,  Indianapolis,  Louis¬ 
ville,  Peoria,  St.  Louis,  South  Bend,  and  Toledo,  and 
the  terminal  point  Chicago;  and  (2)  between  any 
point  in  the  following  groups  of  points  and  any  point 

in  any  other  group;  (a)  the  coterminal  points 

22739  Los  Angeles/San  Francisco,  the  intermediate 

points  Bakersfield,  Brawley-El  Centro,  Fresno, 
Long  Beach,  Oakland,  Sacramento,  Salinas-Monterey, 
San  Diego,  Santa  Barbara,  Stockton,  and  Thermal; 

(b)  the  intermediate  point  Phoenix;  (c)  the  intermedi¬ 
ate  points  Brownsville,  Corpus  Christi,  Eagle  Pass, 
Fort  Worth-Dallas,  Houston,  Laredo,  Mission,  and 
San  Antonio;  (e)  the  intermediate  points  Baton 
Rouge,  Gulfport-Biloxi,  Hammond,  Mobile,  Morgan 
City,  and  New  Orleans;  (f)  the  intermediate  points 
Albany,  Allentown,  Baltimore,  Binghamton,  Boston, 
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Harrisburg,  Hartford,  New  York,  Newark,  Philadel¬ 
phia,  Providence,  Washington,  and  Wilmington;  and 
(g)  the  coterminal  points  Portland  and  Rockland. 

Recommended  that  U.  S.  Airlines,  Inc.,  be  authorized,  sub¬ 
ject  to  certain  conditions,  to  engage  in  air  transporta¬ 
tion  of  property  between  any  point  in  the  following 
groups  of  points  and  any  point  in  any  other  group: 
(a)  the  terminal  point  Miami,  intermediate  points  At¬ 
lanta,  Belle  Glade,  Fort  Myers,  Jacksonville,  Lakeland, 
Ocala,  Orlando,  Sarasota-Brandenton,  Savannah, 
Tampa-St.  Petersburg,  Valdosta,  and  West  Palm 
Beach;  (b)  the  intermediate  points  Baton  Rouge,  Gulf- 
port-Biloxi,  Hammond,  Mobile,  Morgan  City,  and  New 
Orleans;  (c)  the  intermediate  points  Akron,  Chicago, 
Cincinnati,  Cleveland,  Columbus,  Dayton,  Detroit, 
Grand  Rapids,  Indianapolis,  Louisville,  Milwaukee, 
and  South  Bend;  and  (d)  the  terminal  point  Min¬ 
neapolis/St.  Paul. 

Recommended  that  Willis  Air  Service,  Inc.,  be  authorized, 
subject  to  certain  conditions,  to  engage  in  air  trans¬ 
portation  of  property  between  any  point  in  the  follow¬ 
ing  groups  of  points  and  any  point  in  any  other  group : 
(a)  the  terminal  point  Miami,  intermediate  points  At¬ 
lanta,  Belle  Glade,  Fort  Myers,  Jacksonville,  Lake¬ 
land,  Ocala,  Orlando,  Sarasota-Brandenton,  Savannah, 
Tampa-St.  Petersburg,  Valdosta,  and  West  Palm 
Beach;  and  (b)  the  intermediate  points  Albany,  Allen¬ 
town,  Baltimore,  Binghamton,  Boston,  Harrisburg, 
Hartford,  Newark,  Philadelphia,  Providence,  Wash¬ 
ington,  and  Wilmington,  and  the  terminal  point  New 
York. 

Recommended  that  Airnews,  Inc.,  be  authorized,  subject  to 
certain  conditions,  to  engage  in  air  transportation  of 
property  (a)  between  the  terminal  point  San  Antonio, 
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the  intermediate  point  Beeville,  and  the  terminal  point 
Corpus  Christi;  and  (b)  between  the  terminal  point 
San  Antonio,  the  intermediate  points  McAllen  and 
Harlingen,  and  the  terminal  point  Brownsville. 

Recommended  that  the  application  of  Mutual  Aviation, 
Inc.,  Docket  No.  2163,  be  dismissed. 

Recommended  that,  except  as  otherwise  indicated,  the  ap¬ 
plications  be  denied. 

227 40  Appearances  r1 

L.  Alton  Denslow  for  Air  Borne  Cargo  Lines,  Inc. 
Vernon  C.  Kohlhass  for  Air  Cargo  Transport  Cor¬ 
poration 

Elwood  H.  Seal  for  Airnews,  Inc. 

Haven  B.  Page  and  John  Ford  for  American  Air  Express 
Corporation 

Coates  Lear  for  Calasia  Air  Transport 
Leslie  Craven  and  Edward  Bierma  for  California  East- 
tern  Airways,  Inc. 

Cecil  A.  Beasley ,  Abbott  P .  Mills,  F.  A .  Ballard,  and 
Charles  A.  Webb  for  Flamingo  Air  Service 
Norman  L.  Meyers  and  Richard  H.  K eating e  for  The 
Flying  Tiger  Line 

Theodore  /.  Seamon  and  Chandler  Lloyd  for  Lone  Star 
Air  Cargo  Lines 

Berdon  M.  Bell  for  Mutual  Aviation,  Inc. 

Charles  H.  Murchison,  W.  A.  Carlton,  and  F.  H .  Adams 
for  Pennsylvania-Central  Airlines  Corporation 
Stanley  C .  Morris  and  W .  E.  Miller  for  Slick  Airways, 
Inc. 

1  Appearances  were  entered  for  the  following  persons  under  Rule  6(a) 
of  the  Board’s  Rules  of  Practice:  Air  Dispatch,  Inc.,  the  City  of  Tulsa, 
Okla.,  the  City  of  Oklahoma  City  and  the  Oklahoma  City  Chamber  of  Com¬ 
merce,  the  Chamber  of  Commerce  of  Jacksonville,  Fla.,  the  Chamber  of  Com¬ 
merce  of  Los  Angeles,  Calif.,  the  County  Board  of  Supervisors,  County  of 
Milwaukee,  Wia,  and  the  Milwaukee  Association  of  Commerce. 
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Vincent  L.  Gingerich  for  Standard  Airlines,  Inc. 
Hamilton  0.  Hale ,  Henry  I.  Stimson ,  and  John  S. 
Russell,  Jr.,  for  Willis  Air  Service,  Inc. 

Albert  J .  Beitel  and  J.  D.  Culpepper,  Jr.,  for  U.  S.  Air¬ 
lines,  Inc. 

Howard  C.  Westwood  and  Daniel  M.  Gribbon  for  Ameri¬ 
can  Airlines,  Inc. 

Hubert  A.  Schneider  and  Philip  S .  Peyser  for  Braniff 
Airways,  Inc. 

R.  S .  Maurer,  J.  M.  Verner,  and  R.  K.  Easley  for  Chicago 
and  Southern  Air  Lines,  Inc. 

S.  B.  Redmond  for  Continental  Air  Lines,  Inc. 

Ernest  V.  Moore,  D.  FrcmJclin  Kell,  and  Marshall  D . 
Kochman  for  Delta  Air  Lines,  Inc. 

E.  Smythe  Gambrell  and  Charles  A.  Moye,  Jr.,  for  East¬ 
ern  Air  Lines,  Inc. 

John  W .  Cross  for  Mid-Continent  Airlines,  Inc. 

Richard  A.  Fitzgerald  for  National  Airlines,  Inc. 

A.  E.  Floan  and  C.  Edward  Leasure  for  Northwest  Air¬ 
lines,  Inc. 

James  K.  Crimmins,  William  A.  Reilly,  and  Arthur  P . 
Lawler  for  Transcontinental  and  Western  Air,  Inc. 

Paul  M.  Godehn,  John  T.  Lorch,  J.  Stanley  Stroud,  and 
Floyd  M.  Rett  for  United  Air  Lines,  Inc. 

C.  W.  Darling  for  Western  Air  Lines,  Inc. 

James  K.  Knudson  and  Charles  B.  Bowling  for  the  De¬ 
partment  of  Agriculture 

D.  W.  Markham  for  the  Air  Transport  Association 
Norman  L.  Meyers  for  the  Independent  Air  Freight 

Association 

Robert  M.  Howard  for  the  State  of  Rhode  Island 
22741  A.  J.  Thuss,  Jr.,  for  the  City  of  Dallas,  Texas 
Lewis  W.  Cutrer  for  the  City  of  Houston,  Texas 
Walter  J.  Mattison  and  Joseph  L.  Bednarek  for  the  City 
of  Milwaukee,  Wis. 
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G.  Farrier  for  the  City  of  Philadelphia,  Pa. 

William  Holden  for  the  Fort  Worth  Chamber  of 
Commerce 

Charles  Tupper  for  the  Houston  Chamber  of  Commerce 

Howard  Waldorf  for  the  Oakland  Chamber  of  Commerce 

C.  J.  Crampton  for  the  San  Antonio  Chamber  of 
Commerce 

Ray  Leeman  and  C.  J.  Crampton  for  the  South  Texas 
Chamber  of  Commerce 

G .  Stuart  Henderson  for  the  Baltimore  Association  of 
Commerce 

Hamilton  0% Dunne  for  the  Baltimore  City  Aviation 
Commission 

Samuel  H.  Williams  for  the  Chamber  of  Commerce  and 
Board  of  Trade  of  Philadelphia 

John  H.  Pratt  for  the  Minneapolis-St.  Paul  Metropoli¬ 
tan  Airports  Commission 

C.  B.  PoweU  for<rlobe  Freight  Airlines,  Inc. 

Albert  J.  Grisard  and  Nicholas  Zapple,  Public  Counsel 

22742 

REPORT  OF  WILLIAM  F.  CUSICK  AND 
R.  VERNON  RADCLIFFE,  EXAMINERS 

PRELIMiyABY  STATEMENT 

This  proceeding,  known  as  the  Air  Freight  Case,  involves 
proposals  to  establish  new  air  service  limited  to  the  car¬ 
riage  of  property  or  property  and  mail  only  to  points 
throughout  the  continental  United  States.  The  Board,  by 
appropriate  orders,  consolidated  for  hearing  and  deter¬ 
mination  the  following  applications:  Air  Borne  Cargo 
Lines,  Inc.,  Docket  No.  1675 ;  American  Air  Express  Corp., 
Docket  No.  2153;  Slick  Airways,  Inc.,  Docket  No.  2243; 
Mutual  Aviation,  Inc.,  Docket  Nos.  2163  and  2298 ;  Califor¬ 
nia  Eastern  Airways,  Inc.,  Docket  No.  2299;  U.  S.  Airlines, 
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Inc.,  Docket  No.  2316;  Lone  Star  Air  Cargo  Lines,  Inc., 
Docket  No.  2326;  Air  Cargo  Transport  Corporation, 
Docket  No.  2362;  Willis  Air  Service,  Inc.,  Docket  No.  2365; 
Airnews,  Inc.,  Docket  No.  2387;  Calasia  Air  Transport, 
Docket  No.  2388 ;T  Pennsylvania-Central  Airlines  Corp., 
Docket  No.  2400;  Flamingo  Air  Service,  Inc.,  Docket  No. 
2402;  and  The  Flying  Tiger  Line,  Inc.,  Docket  No.  2467.1 
A  number  of  additional  applications  at  one  time  consoli¬ 
dated  in  the  proceeding  were  dismissed  either  at  the  re¬ 
quest  of  the  parties  or  for  lack  of  prosecution.  A  summary 
of  the  proposals  included  in  the  various  applications  will 
be  found  in  the  Appendix. 

Petitions  for  leave  to  intervene  were  granted  by  the 
Board  to  the  following:  American  Airlines,  Inc.,  Braniff 
Airways,  Inc.,  Chicago  and  Southern  Air  Lines,  Inc., 
Colonial  Airlines,  Inc.,  Continental  Air  Lines,  Inc.,  Delta 
Air  Lines,  Inc.,  Eastern  Air  Lines,  Inc.,  Mid-Con- 
22743  tinent  Airlines,  Inc.,  National  Airlines,  Inc.,  North¬ 
west  Airlines,  Inc.,  Transcontinental  &  Western 
Air,  Inc.,  United  Air  Lines,  Inc.,  Western  Air  Lines,  Inc., 
Department  of  Justice,  Department  of  Agriculture,  Air 
Transport  Association,  Independent  Airfreight  Associa¬ 
tion,  Inc.,  Institute  of  Air  Transportation,  Inc.,  State  of 
Rhode  Island,  the  cities  of  Dallas,  Tex.,  Detroit,  Mich., 
Houston,  Tex.,  Miami,  Fla.,  Milwaukee,  Wis.,  Newark,  N. 
J.,  Philadelphia,  Pa.,  the  Chambers  of  Commerce  of 
Beaumont,  Tex.,  Fort  Worth,  Tex.,  Grand  Rapids,  Mich., 
Houston,  Tex.,  Greater  Muskegon,  Mich.,  Oakland,  Calif., 
San  Antonio,  Tex.,  and  South  Texas,  Baltimore  Associa¬ 
tion  of  Commerce  and  the  Baltimore  City  Aviation  Com¬ 
mission,  the  Chamber  of  Commerce,  Delaware,  Inc.,  The 
Chamber  of  Commerce  and  Board  of  Trade  of  Philadel¬ 
phia,  the  Public  Utilities  Commission  of  the  City  and 

1  Air  Travel,  Inc.,  by  amendment  filed  subsequent  to  the  hearing,  changed 
its  name  to  Calasia  Air  Transport.  National  Skyway  Freight  Corp.,  also  by 
amendment,  noted  a  change  of  name  to  The  Flying  Tiger  Line. 
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County  of  San  Francisco,  the  Minneapolis-St.  Paul  Metro¬ 
politan  Airports  Commission,  Globe  Freight  Airlines,  Inc., 
Piedmont  Aviation,  Inc.,  Pan  Atlantic  Steamship  Corp., 
and  Bekins  Van  Lines  and  Lyon  Van  &  Storage  Co. 

Upon  notice  to  the  public  and  all  interested  parties  a 
public  hearing  was  held  in  Fort  Worth,  Tex.,  and  Washing¬ 
ton,  D.  C.  All  parties  were  afforded  opportunity  to  file 
briefs  with  the  examiners. 

The  primary  issues  involved  in  this  proceeding  relate 
to  the  requirements  of  section  401(d)  of  the  Civil  Aero¬ 
nautics  Act  of  193S,  as  amended.2  Determination  of 
whether  the  proposed  services  are  required  by  the  public 
convenience  and  necessity  must  be  made  in  the  light  of  the 
Congressional  declaration  of  policy  contained  in  section  2 
of  the  Act3  Other  legal  points  focused  in  dispute  question 

2  Section  401(d)  provides  “(1)  The  Board  shall  issue  a  certificate 
authorizing  the  whole  or  any  part  of  the  transportation  covered  by  the  appli¬ 
cation.  if  it  finds  that  the  applicant  is  fit,  willing,  and  able  to  perform  such 
transportation  properly,  and  to  conform  to  the  provisions  of  this  Act  and 
the  rules,  regulations,  and  requirements  of  the  Board  hereunder,  and  that 
such  transportation  is  required  by  the  public  convenience  and  necessity ; 
otherwise  such  application  shall  be  denied. 

(2)  In  the  case  of  an  application  for  a  certificate  to  engage  in  tem¬ 
porary  air  transportation,  the  Board  may  issue  a  certificate  authorizing 
the  whole  or  any  part  thereof  for  such  limited  periods  as  may  be  required 
by  the  public  convenience  and  necessity,  if  it  finds  that  the  applicant  is 
fit,  willing,  and  able  properly  to  perform  such  transportation  and  to  conform 
to  the  provisions  of  this  Act  and  the  rules,  regulations,  and  requirements  of 
the  Board  hereunder.” 

3  Section  2  provides  “In  the  exercise  and  performance  of  its  powers 
and  duties  under  this  Act,  the  Board  shall  consider  the  following,  among 
other  things,  as  being  in  the  public  interest,  and  in  accordance  with  the 
public  convenience  and  necessity. 

(a)  The  encouragement  and  development  of  an  air- transportation  sys¬ 
tem  properly  adapted  to  the  present  and  future  needs  of  the  foreign  and 
domestic  commerce  of  the  United  States,  of  the  Postal  Sendee,  and  of  the 
national  defense; 

(b)  The  regulation  of  air  transportation  in  such  manner  as  to  recognize 
and  presene  the  inherent  advantages  of,  assure  the  highest  degree  of 
safety  in,  and  foster  sound  economic  conditions  in,  such  transportation,  and 
to  improve  the  relations  between,  and  coordinate  transportation  by,  air 

carriers; 
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the  authority  of  presently  certificated  carriers  to  carry  air 
freight  and  the  power  of  the  Board  under  the  Act  to  au¬ 
thorize  an  area  operation  as  distinguished  from  the  usual 
point-to-point  certification.  These  latter  matters 

22744  are  separately  discussed  hereinafter. 

The  terminology  adopted  by  the  various  appli¬ 
cants  and  interveners  is  far  from  standardized.  Air 
freight,  air  cargo,  air  express,  property  and  mail  are 
variously  combined.  To  some,  air  freight  and  air 

22745  express  make  up  air  cargo.  In  other  presentations 
air  cargo  also  includes  mail.  Others  would  have 

all  movement  of  property  by  air  called  air  express,  elimi¬ 
nating  the  slow  motion  connotation  of  the  word  freight, 
while  still  others  refer  to  air  express  as  the  air  traffic 
originated  by  the  Railway  Express  Agency.  In  presenting 
the  data  or  views  of  a  particular  party  the  terminology 
adopted  by  that  party  is  followed  with  an  attempt  made  to 
clarify  the  presentation  as  it  relates  to  the  presentations 
of  other  parties  in  the  proceeding. 

As  stated  previously,  the  territorial  scope  of  this  proceed¬ 
ing  is  the  continental  United  States.  The  proposals  under 
consideration  contemplate  service  to  all  parts  of  the  coun¬ 
try.  Due  to  the  fact  that  a  number  of  the  applicants  have 
requested  certification  between  geographically  defined 
areas  and  would  offer  service  to  any  point  in  those  areas 
having  adequate  airport  facilities  it  is  not  possible  to  state 
with  reasonable  accuracy  how  many  cities  are  involved. 


(c)  The  promotion  of  adequate,  economical,  and  efficient  service  by  air 
carriers  at  reasonable  charges,  without  unjust  discriminations,  undue  prefer¬ 
ences  or  advantages,  or  unfair  or  destructive  competitive  practices; 

(d)  Competition  to  the  extent  necessary  to  assure  the  sound  develop¬ 
ment  of  an  air-transportation  system  properly  adapted  to  the  needs  of  the 
foreign  and  domestic  commerce  of  the  United  States,  of  the  Postal  Service, 
and  of  the  national  defense; 

(e)  The  regulation  of  air  commerce  in  such  manner  as  to  best  promote 
its  development  and  safety;  and 

(f)  The  encouragement  and  development  of  civil  aeronautics.” 
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Most  of  the  applicants  in  the  proceeding  have  submitted 
data  of  a  type  which  is  commonly  employed  to  show  pas¬ 
senger  potential  and  community  of  interest  between  dif¬ 
ferent  points.  These  data  concern  population  and  growth, 
volume  of  business,  wholesale  and  retail,  value  of  manu¬ 
factures,  per  capita  income,  postal  receipts,  income  tax 
returns,  hotel  registrations,  telephone  and  telegraph  mes¬ 
sages,  etc.  While  this  material  may  be  the  best  yardstick 
upon  which  to  estimate  passenger  potentials,  and  perhaps 
total  property  movement  between  points,  it  does  not  ap¬ 
pear  to  have  sufficient  bearing  upon  the  air  freight  poten¬ 
tial  to  warrant  extensive  consideration.  It  is  recognized 
that  air  freight  in  its  present  stage  at  least  is  a  relatively 
high  cost  medium  of  transportation  which,  aside  from 
other  factors,  would  act  as  deterrent  to  any  appre- 
22746  ciable  movement  of  the  greater  percentage  of  prod- 
ducts  now  moving  in  interstate  commerce.  Another 
example  may  be  seen  from  the  fact  that  air  freight  will 
hardly  compete  in  any  appreciable  degree  for  the  carriage 
of  such  bulk  products  as  ores,  coal,  unfabricated  steel, 
cotton,  wheat,  etc.  Yet  such  items  form  an  important  and 
essential  part  of  the  economic  life  and  activity  of  the  di¬ 
verse  areas.  In  varying  degrees  the  applicants  have  rec¬ 
ognized  the  inadequacy  of  “conventional”  data  for  estimat¬ 
ing  air  freight  potential  and  have  submitted  additional 
studies  relating  to  production  and  consumption  of  specific 
items  which  show  characteristics  indicating  that  they  may 
be  expected  to  move  by  air  freight.  Such  studies  are  re¬ 
viewed  and  analyzed  in  some  detail  hereinafter  in  connec¬ 
tion  with  consideration  given  to  the  specific  applications. 

Historical  perspective. — With  the  exception  of  the  freight 
activities  of  the  presently  certificated  air  carriers  of  per¬ 
sons,  property,  and  mail  which  are  later  set  out  more 
specifically  in  connection  with  the  presentations  of  those 
carriers,  the  historical  background  of  the  movement  by 
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air  of  property  only  has  been  extremely  limited.  Following 
the  passage  of  the  Civil  Aeronautics  Act  of  1938,  Tri-State 
Aviation  Corporation,  applied  for  and  received  a  so-called 
grandfather  certificate  for  the  carriage  of  property  only.4 
That  certificate  authorized  service  between  Baltimore,  Md., 
and  Martinsburg,  Morgantown,  Elkins,  Charleston,  and 
Parkersburg,  W.  Va.  The  certificate  was  revoked 
22747  in  January  1943  for  failure  of  the  carrier  to  com¬ 
mence  operations  within  time  extensions  granted 
by  the  Board.5  No  authorization  has  since  been  granted 
for  the  carriage  of  property  only. 

In  July  1940  All  American  Aviation,  Inc.,  was  certificated 
for  the  carriage  of  property  and  mail  over  route  No.  49.* 
It  operates  without  landing  at  most  points  served,  utilizing 
a  patented  pick-up  device.  In  May  1947  Los  Angeles  Air¬ 
ways,  Inc.,  was  certificated  to  render  a  property  and  mail 
service  in  the  Los  Angeles  area.7  This  is  an  experimental 
helicopter  operation.  Other  certificates  issued  by  the  Board 
for  domestic  operations  have  authorized  the  carriage  of 
passengers,  property,  and,  with  few  exceptions,  mail. 

In  surface  transportation  the  carriage  or  property  has 
constituted  a  large  part  of  total  traffic  and  has  grown 
through  the  years  as  the  Nation’s  economy  expanded.  In¬ 
tercity  transportation  of  freight  in  the  United  States  grew 
with  the  development  of  the  present  rail  network.  In  1869 
the  first  transcontinental  railroad  was  completed  and  in 
1887  the  Interstate  Commerce  Commission  was  established.8 
Statistics  for  the  year  1890  show  rail  traffic  of  about  76 
billion  ton-miles  of  freight.  Freight  traffic  grew  steadily 
through  World  War  I  showing  approximately  367  billion 
ton-miles  in  1920. 

4  2  C.  A.  B.  159. 

5  4  C.  A.  B.  100. 

6  2  C.  A.  B.  133. 

7  Order  Serial  No.  E-584.  May  20,  1947. 

S  Interstate  Commerce  Act,  24  Stat  L.  379  (1887). 
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Freight  movement  by  rail  did  not  receive  serious  com¬ 
petition  until  the  advent  of  the  motor  carrier  in  the  late 
twenties  and  the  trend  of  rail  freight  volume  con- 

22748  sequently  continued  upward  until  1930.  Freight 
traffic  in  1929  moved  450  billion  ton-miles  by  rail 

and  11  billion  ton-miles  by  truck.  During  the  depression 
period  in  the  thirties  the  truck  movement  grew  steadily 
and  achieved  a  volume  of  23.5  billion  ton-miles  in  1940. 
However,  the  railroads  did  not  surpass  the  1929  freight 
figure  until  1941.  World  War  II  swelled  freight  figures  to 
692  billion  ton-miles  by  rail  and  41  billion  by  truck  in  1945. 

Against  this  background  comes  air  freight,  which  in  the 
last  half  of  1945,  accounted  for  about  1.5  million  ton-miles 
of  traffic.  It  was  not  until  July  1945  that  the  Board  first 
required  that  the  certificated  air  carriers  include  in  their 
monthly  reports  a  breakdown  of  property  movement  into 
freight  and  express  categories. 

In  an  effort  to  assist  in  the  development  of  this  special¬ 
ized  field  of  air  transportation,  the  Board  on  May  5,  1947, 
made  a  series  of  findings  upon  which  it  predicated  an  ex¬ 
emption  from  certain  requirements  of  the  Act  of  a  special 
classification  of  carriers  known  as  “Non-certificated  Cargo 
Carriers.  ” 9  The  majority  of  the  applicants  herein  have 
qualified  under  the  provisions  of  this  regulation  and  are 
presently  authorized  to  conduct  scheduled  common  carrier 
operations. 

The  later  developing  transportation  systems,  with  the 
railroad  rates  and  services  as  a  standard,  have  had  to 
establish  their  position  in  a  competitive  market 

22749  controlled  to  a  large  extent  by  the  historical  stand¬ 
ards  set  by  the  railroads.  Motor  carriers  are  able 

to  offer  a  door-to-door  service  at  rates  higher  than  those  for 
rail  freight  yet  attractive  because  of  time  savings.  Truck 

9  Section  292.5  of  the  Economic  Regulations.  (Regulations  Serial  No. 
2S9)  (May  5,  1947). 
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rates  are  generally  below  those  for  rail  express,  viz.,  a 
door-to-door  rail  service,  and  highly  competitive  as  to 
transit  time.  Here  we  are  considering  the  prospects  for 
air  freight  service,  w’hieh,  like  other  air  transportation,  will 
be  the  fastest  offered  and  probably  close  to  the  highest  in 
rates. 

That  air  freight  will  serve  a  need  in  the  field  of  trans¬ 
portation  seems  assured  by  the  speed  of  transit  it  will 
offer.  The  size  of  its  role  will  doubtless  depend  primarily 
upon  the  rates  that  can  be  offered,  which  in  turn  will  be 
based  upon  technical  development,  managerial  efficiency, 
and  the  proper  adaptation  of  route  patterns  to  the  char¬ 
acteristics  of  present  and  future  aircraft. 

The  Applicants 

Air-Borne  Cargo  Lines ,  Inc. — Mr.  J.  E.  Rogers,  presi¬ 
dent  of  Air-Borne  Cargo  Lines,  Inc.,  filed  the  original  ap¬ 
plication  being  prosecuted  by  this  applicant  in  November 
1944  in  the  name  of  J.  E.  G.  Rogers  Limited,  Inc.,  a  New 
York  corporation.  In  February  1945  Hoosier  Air  Freight 
Corporation  was  formed,  also  under  the  laws  of  the  State 
of  New  York,  as  an  operating  subsidiary  of  J.  E.  G.  Rogers 
Limited,  Inc.,  and  the  rights  in  the  pending  application 
were  assigned  to  the  operating  subsidiary.  In  July  1946 
Hoosier  Air  Freight  Corporation  acquired  the  entire  stock 
of  Air-Borne  Cargo  Lines,  Inc.,  a  New  York  corporation, 
and  by  a  certificate  of  merger  filed  July  25,  1946,  merged 
the  two  corporations,  retaining  the  name  of  Air-Borne 
Cargo  Lines,  Inc. 
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22751  By  appropriate  amendments  filed  with  the  Board 
the  pending  application  was  prosecuted  in  the  name 

of  Air-Borne  Cargo  Lines,  Inc.,  hereinafter  called  Air- 
Borne  Cargo.  J.  E.  G.  Rogers  Limited,  Inc.,  is  now  dormant 
with  no  current  plans  for  active  operation. 

Other  than  Mr.  Rogers,  the  president,  the  officers  of 
Air-Borne  Cargo  are  N.  L.  Carey,  second  vice  president 
and  secretary,  and  Herbert  H.  Vasoll,  treasurer.  The  offices 
of  executive  vice  president  and  that  of  assistant  secretary 
and  assistant  treasurer  were  vacant  at  the  time  of  the 
hearing.  Directors  of  the  corporation  are  Brigadier  Gen¬ 
eral  Leland  W.  Miller,  chairman,  Mr.  Rogers,  Colonel 
John  N.  Stone,  Mr.  L.  W.  Bouse,  Mr.  Howard  S.  Le  Roy, 
Mr.  Axel  H.  Oxholm  and  Mr.  Herbert  Lax.  All  of  the 
officers  and  directors  are  citizens  of  the  United  States.  On 
the  basis  of  his  examination  of  the  list  of  stockholders, 
Mr.  Rogers  stated  that  it  appeared  that  the  registered 
owners  of  100  percent  of  the  voting  stock  reside  in  the 
United  States,  and  to  the  best  of  his  knowledge,  informa¬ 
tion,  and  belief  not  less  than  75  percent  of  the  corporation’s 
stock  outstanding  is  owned,  both  of  record  and  beneficially, 
by  citizens  of  the  United  States. 

Mr.  J.  E.  Rogers  was  a  pilot  in  1915-1916  and  was  also 
employed  as  accountant  and  assistant  treasurer  for 
Heinrich  Airplane  Company  and  as  treasurer  of  the  Gen¬ 
eral  Aeronautical  Company.  From  1917  to  1932  he  was  em¬ 
ployed  by  Furness,  Withy  &  Co.  Ltd.,  a  large  steamship 
company  in  various  positions  relating  to  accounting,  adver¬ 
tising,  purchasing,  and  general  administration.  During 
1933-1939  he  was  passenger  booking  agent  arranging  ship 
and  hotel  accommodations  for  groups,  vacationists  and 
conventions.  When  J.  E.  G.  Rogers  Limited,  Inc.,  was 
organized  in  1940  it  operated  as  an  export  and  manu¬ 
facturer’s  agent.  That  company  wTas  the  exclusive  eastern 
representative  for  the  Quality  Tool  &  Die  Co., 

22752  of  Indianapolis,  Ind.  From  1944  to  the  present 
Mr.  Rogers  has  actively  served  as  president  of  Air- 
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Examiners'  Report  Docket  810 

Borne  Cargo  Lines,  Inc.,  formerly  Hoosier  Air  Freight 
Corporation. 

X.  L.  Carey,  secretary  of  the  Corporation,  acts  also  as 
secretary  to  the  president.  She  has  worked  with  Mr.  Rogers 
for  a  number  of  years  and  has  become  familiar  with  admin¬ 
istration,  insurance,  and  transportation  matters  generally. 

Herbert  H.  Vasoll,  treasurer,  is  a  certified  public  account¬ 
ant  and  has  been  engaged  in  public  accounting  for  the 
past  19  years. 

Colonel  John  X.  Stone  is  operations  manager.  He  grad¬ 
uated  from  the  U.  S.  Military  Academy  in  1929  and  from 
the  Air  Corps  Flying  School  in  1930.  He  served  with  the 
Army  Air  Forces  continuously  to  December  1945  serving 
as  staff  officer  on  overseas  air  operations  during  World 
War  II.  Colonel  Stone  is  now  retired.  He  has  3,600  hours 
flying  time  with  a  command  pilot  rating,  commercial 
license,  and  commercial  instrument  rating. 

Superintendent  of  maintenance  and  repairs  is  Mr.  L.  W. 
Bouse.  He  started  in  aviation  as  an  apprentice  mechanic 
for  the  Van  Hoffman  Aircraft  Corporation  of  St.  Louis, 
Mo.,  in  1929.  Since  then  he  has  worked  for  the  Curtis 
Wright  Company  on  final  assembly  of  aircraft,  served  as 
chief  mechanic  for  Chicago  and  Southern  Air  Lines  during 
1934-1936,  and  was  employed  for  10  years  by  Douglas  Air¬ 
craft  Corp.,  in  varying  capacities  from  flight  line  mechanic 
to  field  service  supervisor  in  charge  of  160  field  service 
representatives.  In  March  1946  Mr.  Bouse  resigned  from 
Douglas  Aircraft  and  took  his  present  position  with  Air- 
Borne  Cargo. 

22753  Mr.  D.  K.  Jones,  superintendent  of  communica¬ 
tions,  spent  6  years  in  the  United  States  Coast 
Guard  as  a  radio  technician  on  both  air  borne  and  nautical 
equipment.  He  was  employed  for  7  months  by  Bendix 
Radio  Corp.,  as  a  field  service  ingineer  and  traveled 
throughout  the  Pacific  Area  during  two  years  of  war.  He 
holds  a  Radio  Telephone  1st  Class  license;  Radio  Tele¬ 
graph  2nd  Class,  and  Radio  Amateur  Class  A. 
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Mr.  Axel  H.  Oxholm,  director  of  traffic  and  business 
manager,  served  with  the  Armed  Forces  during  World 
War  II  as  a  colonel  in  charge  of  an  engineering  project 
in  France  and  Belgium.  In  a  prior  period  of  7  years  he 
was  managing  director  of  The  Pacific  Forest  Industries, 
a  company  owned  by  the  Fir  Plywood  Mills  on  the  Pacific 
coast,  for  their  export  operations.  For  an  earlier  20-vear 
period  he  served  with  the  Department  of  Commerce  as  a 
division  chief  working  on  forest  economics.  On  his  release 
from  the  Army  in  1946  he  assumed  his  present  position 
with  the  applicant. 

Air-Borne  Cargo  proposes  a  property  only  service  over 
divergent  routes  between  Newark,  N.  J.,  and  St.  Louis, 
Mo.  It  proposes  to  serve  specific  points,10  the  northern 
routing,  Route  A,  totaling  1,059  miles,  and  the 
22754  southern  one,  Route  B,  totaling  1,014  miles.  The 
proposed  routes  are  shown  on  the  map  on  page  12a. 

This  applicant  commenced  air  freight  operations  on 
April  15,  1946,  when  its  first  reconditioned  C-47  was  cer¬ 
tificated.  With  the  exception  of  the  month  of  June  1946, 
it  has  operated  continuously  since  that  time  as  a  contract  air 
carrier  of  freight.  It  has  never  engaged  in  passenger  car¬ 
riage.  Its  second  plane  was  certificated  and  placed  in  opera¬ 
tion  on  April  29,  1946,  with  the  third,  fourth,  and  fifth  fol¬ 
lowing  at  approximately  1-month  intervals.  At  the  time  of 
the  hearing  it  had  six  certificated  C-47’s,  another  in  the  proc¬ 
ess  of  being  reconditioned,  and  two  more  are  being  can¬ 
nibalized  to  provide  spare  parts.  Two  AT-6  executive 
type  planes  have  been  purchased  for  executive  use  and 
pilot  training.  Other  equipment  presently  owned  and  lo¬ 
cated  at  the  operations  and  maintenance  base  at  Millville, 
N.  J.,  includes  four  spare  engines,  a  completely  equipped 

10  Route  A : 

Newark,  N.  J.,  to  St.  Louis,  Mo.,  via  Philadelphia,  Pa.,  Cleveland, 
Ohio,  Detroit,  Mich.,  and  Chicago,  Ill. 

Route  B : 

Newark,  N.  J.,  to  St.  Louis,  Mo.,  via  Philadelphia,  Pa.,  Baltimore, 
Md.,  Cincinnati,  Ohio,  and  Indiana  polis,  Ind. 
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maintenance  shop,  a  link  trainer,  a  tractor,  jacks,  scales, 
and  two  1%-ton  trucks. 

Past  contract  operations  have  been  generally  limited 
to  the  area  embraced  by  the  routes  proposed  in  this  pro¬ 
ceeding.  Company  policy  was  stated  by  a  witness  to  be 
a  concentration  of  effort  to  build  up  business  and  good  will 
along  routes  proposed  by  offering  a  dependable  and  effi¬ 
cient  service  to  the  shipper  at  rates  that  would  support  the 
operation. 

Plane  utilization  during  the  month  of  October  1946  on 
the  basis  of  four  aircraft  in  actual  operation  was  approxi¬ 
mately  6  hours  a  day.  Revenues  and  revenue  ton  miles 
flown  for  3  months  preceding  the  hearing  were 
22755  as  follows: 


Revenue  ton-miles 

1946  Revenue  flown 

September  .  $  4,789.36  19,118 

October . .*9  12,137.24  72,158 

November .  16,332.84  86,500 


A  balance  sheet  submitted  for  the  6  months  ended  June  30, 
1946,  showed  a  net  operating  loss  for  the  period  of 
$19,340.33.  Testimony  indicates  that  this  actually  covers 
only  a  1%-month  period  during  which  initial  one  and  two- 
plane  operations  were  conducted,  April  15  to  May  31,  1946. 
Freight  carried  during  this  period  amounted  to  47,000 
revenue  ton-miles. 

Air-Borne  Cargo  proposes  to  initiate  certificated  opera¬ 
tions  with  the  seven  C-47  planes  which  it  now  owns.  It 
estimates  that  the  additional  capital  expense  involved  in 
conversion  of  one  presently  uncertificated  plane  and  minor 
alterations  to  its  present  fleet  of  six  will  be  $35,000.  Addi¬ 
tional  ground  equipment  for  the  points  on  the  proposed 
routes  will  total  $50,250.  That  total  is  broken  down  as 
follows:  terminal  building  $30,000,  hydraulic  jacks  $2,000, 
fork  lifts  $10,000,  hand  trucks  $6,750,  and  a  staff  car  at 
$1,500.  An  amount  of  $14,750  has  been  set  up  for  other 
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capital  expenditures  of  an  unclassified  nature,  making  a 
total  of  $100,000  for  capital  expenditures  required  for 
initiation  of  certificated  operations. 

Tentative  schedules  covering  initial  certificated  opera¬ 
tions  showed  two  daily  round-trip  flights  originating  at 
New  York,  one  over  route  A  the  other  over  route  B.  Two 
other  similar  flights  originate  daily  at  the  western  ter¬ 
minal,  St.  Louis.  A  fifth  daily  round-trip  flight  was  shown 
as  originating  in  New  York  and  serving  only  one  inter¬ 
mediate  point,  Chicago.  This  latter  flight  was  gen-  , 
22756  erall  described  as  an  express  clean-up  flight.  It 
would  serve  only  those  intermediate  points  where 
there  was  an  overflow,  or  make  through  deliveries  to  the 
main  points.  While  the  tentative  schedules  showed  defi¬ 
nite  times  for  arrival  and  departure  at  each  point  these 
were  qualified  to  the  extent  that  operations  might  vary 
as  much  as  2  hours  from  the  time  specified  to  accommodate 
shippers.  Operations  would  be  scheduled  generally  on  a 
5-day  basis,  with  overnight  flights  running  into  a  fre¬ 
quency  of  six  a  week.  On  the  basis  of  such  schedules  plane 
utilization  for  five  planes  in  operation  would  be  about  10 
hours  a  day.  Two  planes  would  be  in  reserve. 

Nineteen  flight  crews  would  be  required  for  the  initial 
certificated  operation,  each  crew  consisting  of  pilot  and 
copilot.  During  the  first  year,  plans  call  for  10  full  time 
employees  at  five  of  the  12  cities  on  the  two  routes,  as 
follows : 


New 


Employees 

York 

Chicago 

St.  Louis 

Detroit 

Cincinnati 

A  &  E  Mechanics.. 

2 

1 

1 

_ — 

Dispatchers  and 
meteorologist  .... 

1 

1 

1 

Dispatchers . 

— 

— 

— 

1 

1 

Traffic . 

1 

— 

— 

— 

— 

Total . 

"T 

“ 

~ 

T 

~T 
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At  other  points  it  is  proposed  to  contract  with  a  fixed 
base  operator  or  a  cargo  handler  for  all  equipment  and 
extra  personnel  necessary  on  a  per  pound  basis.  A  con¬ 
siderable  part  of  applicant’s  present  loads  carried  are 
obtained  through  air  freight  forwarders  and  such  arrange¬ 
ments  will  be  continued.  Contracts  with  trucking  com¬ 
panies  for  pick-up  and  delivery  service  have  been  made 
for  certain  points  and  the  remaining  points  will  have 
similar  service  under  its  plans  for  certificated  opera¬ 
tion. 

22757  As  was  indicated  previously,  Air-Borne  Cargo 
estimates  that  additional  capital  expenditures  re¬ 
quired  to  equip  it  for  the  initial  plan  of  certificated  opera¬ 
tions  will  be  $100,000.  This  amount,  while  it  includes 
$14,750  for  capital  expenditures  of  an  unclassified  nature, 
does  not  specifically  provide  for  working  capital. 

The  authorized  capital  of  Air-Borne  Cargo  is  shown  by 
the  record  to  be  $500,000.  Its  stock  structure  provides  for 
500,000  shares  of  $1  par  value  common  stock.  At  the 
time  of  the  hearing  stock  issued  and  outstanding  was 
214,680  shares.  Also  outstanding  were  50,000  warrants 
for  the  purchase  of  1  share  each  at  $1.75. 

The  casli  position  of  the  applicant  was  stated  by  the 
president  of  the  company  at  the  hearing  to  have  been  re¬ 
duced  materially  from  that  shown  for  June  30,  1946.  That 
balance  sheet  showed  $68,647  available  as  cash  with  ac¬ 
counts  receivable  being  in  excess  of  accounts  payable  by 
$9,707.  The  applicant  conceded  that  additional  financing 
would  be  necessary  prior  to  the  decision  of  the  Board  in 
this  case  and  indicated  that  it  would  consist  of  a  general 
offering  of  stock  to  the  present  stockholders  and  the  pub¬ 
lic.  To  bring  evidence  of  its  financial  condition  up  to  date 
this  applicant  agreed  at  the  hearing,  upon  request  of 
counsel  for  other  parties,  to  submit  as  a  supplemental  ex¬ 
hibit  a  balance  sheet  and  profit  and  loss  statement  for 
a  later  period,  possibly  November  or  December.  It  failed 
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to  do  so.  It  submitted  instead  a  pro  forma  balance  sheet 
as  of  March  31, 1947,  and  a  pro  forma  statement  of  revenue 
and  expenses  for  the  3  months  ended  as  of  that  date.  The 
balance  sheet  indicated  that  a  stock  offering  of 
22758  214,890  shares  would  be  made  about  February  21, 
1947.  Sale  of  this  stock  at  par  value  ($1  per  share) 
less  expenses  and  underwriting  commissions  of  $20,000 
would  result  in  a  cash  position  on  March  31  of  slightly 
over  $100,000.  The  pro  forma  statement  of  revenue  and 
expenses  indicated  an  estimated  loss  of  $16,700  for  the 
3-month  period. 

Public  financing,  in  the  event  of  certification,  would  be 
conditionally  undertaken  by  the  firm  of  Greenfield,  Lax  & 
Co.,  Inc.,  of  New'  York  to  raise  between  $750,000  and 
$1,000,000  of  additional  working  capital. 

Estimates  of  revenue  were  based  upon  the  initial  sched¬ 
uling  as  previously  set  forth,  essentially  five  trips  around 
the  circuit  5  days  a  week,  an  average  load  factor  of  80 
percent,  and  a  rate  structure  that  would  yield  an  average 
revenue  of  20  cents  a  ton-mile.  A  90  percent  schedule 
completion  factor  was  assumed.  Total  annual  scheduled 
mileage  w'as  2,749,132.  The  payload  of  the  C-47’s  as  cer¬ 
tificated  is  7,700  pounds. 

Because  of  the  absence  of  its  intended  economic  witness 
from  the  country  this  applicant  was  unable  to  put  in  evi¬ 
dence  an  economic  analysis  of  the  potential  traffic  over  the 
proposed  routes.  The  operations  witness  asserted  that  load 
factors  for  the  contract  operation  in  the  months  of  Septem¬ 
ber,  October,  and  November,  1946,  had  been  improving 
steadily  and  averaged  about  66  percent  for  those  3  months. 

Direct  flying  expenses  and  direct  maintenance  costs  were 
computed  on  the  Mentzer-Nourse  formula  for  DC-3C  type 
aircraft.  Indirect  maintenance  and  direct  ground  equip¬ 
ment  maintenance  were  based  on  the  experience  of  domestic 
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carriers  during  1943.  Salaries  of  maintenance  personnel 
were  on  the  basis  of  the  industry  average  for  1945. 
22759  Flight  equipment  was  depreciated  over  a  5-year 
period  with  a  10-percent  residual  value  per  air¬ 
craft  and  a  $500  residual  value  per  engine.  Ground  equip¬ 
ment  was  fully  depreciated  in  10  years. 

This  applicant  presented  an  expanding  plan  for  opera¬ 
tion  during  the  first  2  years  of  certificated  operation.  Esti¬ 
mates  of  revenues  and  expenses  for  those  2  years  are  as 
follows : 


First  year 

Second  year 

Revenues  . 

$1,526,118 

$2,441,787 

Expenses : 

Flving  operations . 

484,000 

677,600 

Flight  equipment  mainten¬ 
ance — direct  . 

180,355 

252,497 

Depreciation  —  flight  equip¬ 
ment  . 

44,600 

244,600 

Ground  operations  . 

235,340 

329,476 

Ground  equipment  mainten¬ 
ance — direct  . 

6,540 

9,056 

Equipment  maintenance — in¬ 
direct  . 

108,213 

151,498 

Depreciation — ground  equip¬ 
ment  . 

12,500 

17,500 

Freight  handling . 

18,000 

25,200 

Traffic  and  sales . 

122,480 

171,472 

Advertising  and  publicity.... 

53,449 

74,828 

General  and  administrative 

180,000 

252,000 

Total  expenses . 

$1,445,477 

$2,205,727 

Profit  . 

80,641 

236,060 

The  proposed  pilot  pay  of  $500  per  month  for  80  hours 
of  flying  is  below  the  pay  scale  required  pursuant  to  section 
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401(1)  (1)  of  the  Act  by  approximately  $223  based  on  the 
operation  contemplated.  It  was  recognized  by  the  opera¬ 
tions  witness  that  the  estimated  landing  fees  of  $25  per 
station  per  route  per  month  was  low  and  should  be  multi¬ 
plied  by  the  number  of  schedules  daily.  Revision  of  these 
two  items  would  increase  annual  expenses  about  $52,000 
for  the  first  year  of  operation,  and  about  $79,000  for  the 
second  year  of  operation. 

22760  American  Air  Express  Corporation ,n  herein¬ 
after  called  American  Express,  was  incorporated 
in  November  1945  under  the  laws  of  the  State  of  New’  York. 
Its  application  was  filed  December  5,  1945.  This  company 
at  the  time  of  the  hearing  was  operating  a  nonscheduled  air 
service  between  Newark,  N.  J.,  and  Los  Angeles-San  Fran¬ 
cisco,  Calif.,  the  terminals  of  the  route  for  wThich  it  has 
applied. 

Mr.  John  C.  Lambert,  president,  is  the  sole  owner  of  the 
authorized  and  outstanding  200  shares  of  no-par  value 
common  stock.  He  has  advanced  the  entire  paid-in 
capital  of  $53,411.  Mr.  William  H.  Shoemaker  is  vice  presi¬ 
dent-operations,  and  Mr.  Francis  J.  Rollins  is  secretary- 
treasurer.  These  three  officers  are  also  the  directors  of  the 
corporation  and  all  are  citizens  of  the  United  States. 

Mr.  Lambert  attended  Parks  Air  College  in  St.  Louis, 
Mo.,  in  1930-1931  graduating  wfith  a  pilot  license.  For  the 
following  6  years  he  was  engaged  in  commercial  flying, 
operating  his  own  aircraft  in  charter  operations.  In  1938- 
39  he  was  employed  by  United  Air  Lines  as  a  passenger 
traffic  representative  out  of  Chicago,  Toledo,  and  Phila¬ 
delphia.  In  1940  he  acted  as  a  consultant  on  aviation 
matters  for  the  investment  banking  firm  of  Kidder,  Pea- 

11  Subsequent  to  the  hearing,  the  examiners  were  advised  that,  as  a 
result  of  certain  litigation,  the  applicant  was  perpetually  enjoined  from  the 
further  use  of  the  name  “American  Air  Express  Corporation.”  Pending 
further  advice  with  respect  to  the  selection  of  a  new  name,  the  applicant 
will  be  referred  to  by  the  name  under  which  the  application  was  filed. 


248 


Examiners’  Report  Docket  810 

body  &  Co.,  of  New  York.  Mr.  Lambert  served  with  the 
Royal  Air  Force  Ferry  Command  during  1941-43  ferrying 
aircraft  from  Canada  across  the  Atlantic.  From  1943  to 
1945  he  served  with  the  Army  Air  Forces  as  a  captain,  di¬ 
recting  air  operations  at  various  overseas  bases. 
22762  Since  his  discharge  his  efforts  have  been  entirely 
devoted  to  the  organization  and  operation  of  Amer¬ 
ican  Express. 

Mr.  William  G.  Shoemaker,  vice  president,  in  charge  of 
operations,  graduated  from  Cornell  University  in  1941. 
While  attending  the  University  he  received  his  pilot  rating 
and  during  this  time  worked  as  operations  manager  of 
Ithaca  Flying  Service.  Upon  graduation  he  went  into  the 
Army  Air  Forces  and  served  during  the  war  in  the  Anti- 
Submarine  Command  and  the  15th  Air  Force.  In  Italy  he 
acted  both  as  pilot  and  operations  officer.  He  retains  an 
Air  Corps  Reserve  commission  of  major.  Following  his 
discharge  in  1945  he  worked  4  months  with  General  Motors 
Corp.,  as  a  methods  engineer,  then  went  with  Skyfreight 
Airlines,  Inc.,  a  nonscheduled  air  carrier,  as  vice  president 
until  it  discontinued  operations  in  July  of  1946.  Since  then 
he  has  been  employed  by  applicant  in  his  present  capacity. 

Mr.  Francis  J.  Rollins,  secretary-treasurer,  was  em¬ 
ployed  for  4  years  by  the  City  of  New  York,  Bureau  of 
Engineers  on  airport  and  parkway  projects  and  the  follow¬ 
ing  5  years  was  engaged  as  a  junior  partner  with  the  firm 
of  B.  L.  Haver  Co.,  of  New  York.  In  1942-43  he  was  assist¬ 
ant  quality  manager,  for  the  Gould  Aeronautical  Corp., 
Deep  River,  Conn.  From  1943  to  1945  he  held  the  office  of 
secretary  of  the  Craig  Machine  Co.,  Inc.,  of  Stratford, 
Conn.  Immediately  prior  to  his  employment  by  American 
Express  in  1946,  he  was  associated  with  the  Alexander 
Manufacturing  Co.,  Inc.,  of  Detroit,  Mich.,  as  director  of 
sales.  He  acts  in  charge  of  sales  promotion  for  the 
applicant  in  addition  to  his  official  duties  as  secretary- 
treasurer. 
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22763  American  Express  acquired  three  surplus  C-47’s 
from  Recont  ruction  Finance  Corporation  in  De¬ 
cember  1945  and  January  1946  under  a  lease  agreement. 
It  modified  these  for  CAA  certification  with  its  own  per¬ 
sonnel.  A  survey  flight  was  made  in  April  1946  and  non- 
scheduled  revenue  operations  commenced  May  1,  1946.  It 
has  been  the  company’s  policy  to  operate  its  planes  only 
when  loads  were  assured  and  it  has  waited  as  long  as  a 
week  between  flights  to  obtain  a  return  load.  In  6  months 
of  operation  it  flew  22  round  trips  between  New  York  and 
Los  Angeles  or  San  Francisco. 

Revenue  derived  from  chartering  entire  airplane  to  one 
shipper  represents  48.6  percent  of  total  revenue.  Passen¬ 
ger  operations  have  been  negligible,  accounting  for  less 
than  1  percent  of  total  revenue;  7.57  percent  of  ten  miles 
flown  have  been  outside  of  the  continental  United  States. 

Figures  submitted  for  the  first  7  months  of  operation 
show  total  ton  miles  flown  as  687,330.  Load  factor  has 
averaged  over  95  percent  and  plane  utilization  slightly 
below  2  hours  per  day  per  plane.  A  profit  of  $4,716.75  was 
realized  during  this  period. 

Total  personnel  employed  by  this  applicant  at  the  time 
of  the  hearing  was  17.  Three  of  these,  2  salesmen  and  1 
maintenance  mechanic,  were  stationed  at  Los  Angeles.  The 
balance  were  located  at  Newark  Airport  or  in  the  com¬ 
pany’s  New  York  office.  Two  salesmen  operate  in  the  New 
York  area.  Major  maintenance  and  overhaul  work  on  air¬ 
craft  has  been  done  by  others  on  a  contract  basis. 

The  application  proposes  service  to  18  cities1"' 

22764  with  the  eastern  terminal  New  York  and  west  coast 
terminals  Los  Angeles  and  San  Francisco  as  shown 

12  New  York,  N.  Y.,  Philadelphia  and  Pittsburgh,  Pa.,  Akron,  Cleveland, 
and  Toledo,  Ohio,  Detroit,  Mich.,  South  Bend,  Ind.,  Chicago  and  Moline, 
Ill.,  Des  Moines,  Iowa,  Omaha  and  North  Platte,  Nebr.,  Cheyenne,  Wyo., 
Salt  Lake  City,  Utah,  Reno  and  Las  Vegas,  Nev.,  and  San  Francisco  and 
Los  Angeles,  Calif. 
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in  the  route  map  on  page  22a.  Route  mileage  is  approxi¬ 
mately  3,939.  Authority  is  requested  to  carry  freight  and 
parcel  post,  should  enabling  legislation  for  the  latter  be 
enacted  by  Congress.  Selection  of  these  routes  was  on  the 
theory  that  (1)  route  mileage  must  be  extensive  in  order 
to  offer  a  substantial  improvement  over  surface  transpor¬ 
tation  and  (2)  the  route  must  have  a  high  potential  to 
justify  the  establishment  of  such  additional  service  in 
the  interests  of  the  national  economy. 

Initial  certificated  operations  are  proposed  with  a  fleet 
of  nine  airplanes,  four  of  the  DC-3  type,  and  five  of  the 
DC-4  type.  One  of  each  type  plane  would  be  in  excess  of 
the  strict  requirements  of  the  proposed  schedules  to  cover 
maintenance  and  overhaul  work,  extra  schedule  and  char¬ 
ter  requirements.  On  the  basis  of  design  data  this  appli¬ 
cant  would  propose  replacing  the  DC-3  equipment  with  the 
Curtiss- Wright  model  CW-32  to  realize  lower  direct  oper¬ 
ating  costs  and  easier  ground  handling  of  freight.  It  sub¬ 
mitted  in  evidence  a  letter  from  the  Curtiss-W right  Cor¬ 
poration  giving  a  purchase  option  on  the  first  three  such 
planes  produced. 

American  Express  proposes  to  install  and  operate  main¬ 
tenance  facilities,  radio  communications,  and  ground  con¬ 
trol  facilities  comparable  to  those  in  standard  airline  use. 
Major  maintenance  and  overhaul  base  would  be  at  Newark. 
Facilities  for  line  maintenance  and  inspection  will  be  avail¬ 
able  at  Los  Angeles  and  San  Francisco  in  addition  to 
Newark.  Service  personnel  at  intermediate  points  will 
provide  running  inspection  and  maintenance.  Radio 
ground  stations  will  be  located  at  Newark,  Chicago,  Salt 
Lake  City,  and  Los  Angeles.  Dispatchers  will  be  located 
at  those  points  plus  San  Francisco  and  each  dispatcher  will 
also  serve  as  regional  operations  supervisor.  In 
22765  nine  smaller  cities  station  managers  will  act  as 
traffic  representatives  in  addition  to  their  responsi- 
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bility  for  all  ground  handling  and  activity  at  their  station. 
A  total  of  397  full  time  employees  is  estimated,  or  approxi¬ 
mately  44  per  airplane. 

Schedules  are  planned  primarily  around  night  opera¬ 
tions  to  give  shippers  the  advantage  of  overnight  delivery. 
Operations  would  be  on  a  6-day  week  basis  with  no  Sunday 
departures.  Two  DC-4  express  schedules  operate  each  way 
nightly,  serving  five  or  six  intermediate  points.  The  sched¬ 
ules  to  Los  Angeles  and  San  Francisco,  respectively, 
would  connect  at  Salt  Lake  City  for  transfer  of  freight. 
Eastbound,  the  DC-4  connection  is  made  at  Chicago.  DC-3 
local  flights  would  operate  nightly  each  way  between  New 
York  and  Los  Angeles  serving  all  points  west  of  Chicago 
as  well  as  Philadelphia,  Pittsburgh,  Akron,  Toledo,  and 
South  Bend.  Westbound,  the  DC-3  flight  connects  with  the 
DC-4  schedule  to  San  Francisco  at  Salt  Lake  City.  East- 
bound  the  DC-3  schedule  out  of  Los  Angeles  connects  with 
the  DC-4  flight  from  San  Francisco  at  Salt  Lake  City.  As 
traffic  warrants  and  should  the  carriage  of  air  parcel  post 
be  authorized  additional  schedules  and  equipment  would 
be  added.  Plane  utilization  equals  8.1  hours  per  day  per 
plane. 

Additional  capital  which  would  be  required  to  initiate 
the  plan  for  certificated  operation  is  estimated  at  $3,530,- 
350.  One  DC-3  and  five  DC-4’s  together  with  spare  engines, 
propellers,  aircraft  radio,  and  spare  parts  and  assemblies 
constitute  $2,496,050  of  this  estimated  total.  At  the  hearing 
it  was  stated  that  American  Express  intended  to  purchase 
from  RFC  the  three  aircraft  (DC-3)  it  then  had  on  lease 
agreement  at  the  expiration  of  the  first  year’s  lease  in 
January  1947.  In  accordance  with  a  request  made 
22766  by  other  parties  American  Express  has  since  ad¬ 
vised  in  a  letter  dated  February  4,  1947,  that  it  has 
not  affected  that  purchase,  but  renewed  the  lease  agree¬ 
ment  for  another  year.  Capital  expenditures  to  commence 
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certificated  operations  should  accordingly  be  increased  by 
$45,600,  the  amount  which  would  be  required  to  purchase 
these  three  planes  at  the  end  of  the  second  year  of  the 
lease.  New  DC-4’s  were  estimated  at  a  unit  price  of 
$435,000.  Should  suitable  surplus  DC-4’s  be  available  at 
$170,000  each  it  would  reduce  the  capital  requirements  by 
$1,325,000.  Ground  equipment  for  setting  up  maintenance 
facilities,  radio,  hangar  and  ramp  equipment,  furniture 
and  fixtures,  a  hangar  at  Newark,  and  cargo  terminals  at 
points  served  and  other  miscellaneous  equipment  was  esti¬ 
mated  to  cost  $328,300.  Working  capital  equalling  25  per¬ 
cent  of  the  fixed  capital  was  provided  for. 

Mr.  William  C.  Miller,  a  partner  in  the  firm  of  W.  E. 
Hutton  Company,  New  York,  appearing  as  a  witness  for 
the  applicant,  asserted  that  his  firm  would  undertake,  sub¬ 
ject  to  certain  conditions,  to  assist  in  raising  the  necessary 
capital  in  the  event  this  applicant  were  certificated.  That 
firm  has  participated  in  the  past  in  a  number  of  airline 
financing  undertakings.  Such  financing  would  be  by  public 
stock  offering,  loans,  or  bank  credit  etc.,  as  might  appear 
advisable  at  the  time. 

The  applicants’  estimates  of  revenues  for  the  first  year 
of  operation  are  based  upon  the  equipment  and  schedules 
previously  discussed.  A  schedule  performance  factor  of 
95  percent  was  estimated  with  nonrevenue  miles  at  3.17 
percent  of  revenue  miles  flown.  An  average  load  factor  of 
75  percent  was  used  with  a  revenue  base  of  12  cents 
22767  a  ton-mile.  The  12-cent  rate  is  the  lowest  step  in 
the  scale  proposed  by  this  applicant.  It  would  ap¬ 
ply  for  shipments  of  3,000  pounds  and  over.  The  upper 
rate  is  25  cents  a  ton-mile.  The  rate  scale  provides  33  steps 
evenly  distributed  as  to  poundage  ranges  between  the  ex¬ 
tremes.  The  minimum  rate  was  used  to  compute  all  reve¬ 
nue  to  present  a  conservative  estimate.  On  this  basis  reve¬ 
nue  ton  miles  per  year  equal  30,413,429  and  revenue 
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amounts  to  $3,649,611.  The  break-even  load  factor  is  69.4 
percent. 

Dr.  Donald  S.  Watson  was  retained  by  American  Ex¬ 
press  as  a  consulting  economist  to  prepare  and  sponsor 
exhibits  relating  to  the  air  freight  potential  over  the  pro¬ 
posed  routes.  Dr.  Watson  is  currently  an  associate  pro¬ 
fessor,  Department  of  Economics  at  George  Washington 
University  and  is  the  executive  officer  for  that  Department. 

Starting  from  the  basic  figure  of  1,717,000,000  ton  miles 
of  railway  express  which  moved  in  1939  in  the  United 
States,  Dr.  Watson  derives  an  average  air  freight  potential 
for  the  3-year  period  1947-49  of  500,000,000  ton-miles  an¬ 
nually.  The  basic  railway  express  figure  is  first  increased 
by  50  percent  as  representing  a  proper  increase  in  com¬ 
modity  traffic  for  the  postwar  years  according  to  the 
I.  C.  C.  publication  “Post  War  Traffic  Levels”  (Rev.  Ed.), 
1944.  Assuming  an  air  freight  rate  of  15  cents  a  ton  mile 
and  noting  that  a  railway  express  rate  of  approximately 
14  cents  and  over  has  accounted  for  one  half  of  all  railway 
express  this  witness  considers  that  50  percent  of  that 
traffic  is  subject  to  diversion  to  air  freight  or  1,288,000,000 
ton  miles.  Further  reductions  in  this  figure  were  made  to 
eliminate  traffic  moving  less  than  350  miles,  and  to  allow 
for  shorter  air  mileage.  The  adjusted  potential  figure  re¬ 
maining  is  879,000,000  ton-miles.  To  make  his  estimate 
conservative  Dr.  Watson  arbitrarily  reduced  that  figure  to 
500,000,000  ton-miles. 

22768  As  a  check  on  the  estimate  based  upon  diversion 
of  railway  express,  Dr.  Watson  plotted  the  trend  of 
air  express  and  freight  carried  by  the  presently  certificated 
carriers  from  form  2780  report  data  and  found  that  the 
indicated  volume  for  1949  would  exceed  100,000,000  ton 
miles.  The  rate  upon  which  that  expansion  could  be  real¬ 
ized  would  be  80  cents  a  ton-mile  for  air  express.  At  15 
cents  a  ton-mile  the  increase  in  volume  should  be  consider¬ 
ably  more  than  five-fold,  which  factor  would  confirm  the 
basic  estimate  for  the  entire  United  States. 
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In  order  to  narrow  this  estimate  of  potential  down  from 
the  entire  country  to  the  movement  between  cities  on 
American  Express’  proposed  routes  four  provisional  esti¬ 
mates  were  made.  Provisional  estimate  A  apportioned  the 
500,000,000  ton-mile  figure  by  utilization  of  interstate  air 
express  shipment  data  for  April  1939,  as  reported  by  the 
Railway  Express  Agency.  Since  figures  so  reported 
showed  State-to-State  movement  only  the  conversion  to 
city-to-city  traffic  was  on  the  ratio  of  the  value  of  manu¬ 
factured  products  for  the  specific  city  concerned  to  the 
total  for  the  cities  in  that  State  having  air  sendee.  The 
average  haul  for  air  express  in  1939  was  571  miles  and  that 
distance  was  divided  into  the  500,000,000  ton-mile  figure  to 
give  an  estimate  of  annual  tonnage  of  876,000.  The  city-to- 
city  shipment  figures  were  reduced  to  percentage  of  total 
shipment  figures  and  these  in  turn  multiplied  by  the  in¬ 
dicated  total  tonnage  and  by  the  great-circle  mileage 
between  the  pairs  of  points.  The  resulting  estimate  of 
point-to-point  freight  movement  over  the  proposed  route 
yielded  26S,326,000  ton-miles  annually,  158,98S,000  ton- 
miles  westbound  and  109,338,000  ton-miles  eastbound. 

Provisional  estimate  B  is  based  upon  a  questionnaire 
addressed  to  manufacturers  in  Detroit  by  the  Edward  S. 

Evans  Transportation  Research.  The  results  of 
22769  that  survey  are  presented  in  Air  Transport  of 

Agricultural  Perishables,  Misc.  Publication  No. 
585,  U.  S.  Department  of  Agriculture.  The  questionnaire 
sought  an  estimate  of  the  movement  from  Detroit  to  San 
Francisco  at  a  rate  of  10  cents  a  pound  airport-to-airport, 
approximately  8.5  cents  a  ton-mile.  The  returns  indicated 
a  westbound  traffic  between  those  cities  of  2,100  tons  a 
year.  This  figure  was  extended  to  the  westbound  move¬ 
ment  between  all  other  cities  on  the  proposed  route  by 
comparing  the  product  of  the  value  of  manufactures  for 
the  pairs  of  cities  as  shown  in  1940  census  data.  These  ton¬ 
nage  estimates  were  again  multiplied  by  great-circle  mile- 
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ages  to  give  a  second  estimate  of  point-to-point  westbound 
traffic  of  137,505,000  ton  miles. 

Dr.  Watson’s  provisional  estimate  C  is  based  upon  1939 
data  for  point-to-point  tonnage  by  railway  express  for  five 
pairs  of  representative  eastern  cities.  The  data  was  taken 
from  the  exhibits  of  Globe  Freight  Airlines,  Inc.,  in  the 
Boston-New  Y ork-Atlanta-N ew  Orleans  Case ,  Docket  No. 
730  et  al.,  which  gave  Air  Cargo,  Inc.,  as  the  original 
source.  The  sum  of  the  products  of  the  index  of  manu¬ 
factures  for  the  five  pairs  of  cities  was  3.238.  A  total  of 
5,790  tons  of  railway  express  moved  among  these  cities  in 
that  period,  or  1,788  tons  for  each  1.00  of  the  product  of 
the  index.  An  estimate  of  railway  express  ton-miles  be¬ 
tween  cities  on  the  proposed  route  in  1939  was  made  by 
applying  the  1,788  figure  to  the  product  of  the  index  of 
manufactures  for  the  proposed  route  cities  and  multiplying 
by  the  great-circle  mileages.  This  estimate  of  1939  railway 
express  traffic  was  converted  to  a  1947-49  air  freight  esti¬ 
mate  by  applying  the  ratio  developed  in  the  basic  estimate, 
but  without  the  arbitrary  reduction  to  500,000,000  ton- 
miles.  An  estimate  both-ways  annual  air  traffic  of  93,- 
181,000  ton-miles  resulted. 

22770  The  final  provisional  estimate  went  back  to  the 
basic  estimate  of  500,000,000  ton-miles  for  the  en¬ 
tire  country  and  apportioned  it  to  the  proposed  route  on 
the  basis  of  1939  figures  for  the  value  of  manufactures. 
The  cities  on  American  Express’  proposed  routes  repre¬ 
sented  37  percent  of  the  national  total  of  the  value  of  man¬ 
ufactures  and  hence  it  was  estimated  that  potential  air 
traffic  between  them  would  be  37  percent  of  the  national 
total  traffic,  or  185,000,000  ton-miles  both  ways. 

The  breakdown  of  each  provisional  estimate  on  a  point- 
to-point  basis  over  the  proposed  routes  was  submitted. 
The  four  provisional  estimates  were  then  considered  by 
Dr.  Watson  as  to  each  route  segment  and  evaluated  by  him 
to  arrive  at  a  judgment  figure  for  traffic  potential  over  the 
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route  segments.  The  four  provisional  estimates  were  not 
averaged  mathematically.  The  final  estimate  gave  a  total 
traffic  potential  over  the  route  of  286,615,000  ton-miles 
annually,  or  188,710,000  ton-miles  westbound,  and  97,- 
905,000  ton-miles  eastbound. 

A  summary  of  the  four  provisionl  estimates  and  the  final 
estimate  are  as  follows: 

Provisional  estimate  Final  estimate 


A 

B 

c 

D 

West 

East 

West 

Both  ways 

Both  ways 

West 

East 

(000) 

(000) 

(000) 

(000) 

(000) 

(000) 

(000) 

158,988 

109,338 

137,505 

93,181 

185,000 

188,710 

97,905 

Since  the  four  provisional  estimates  are  related  to  1939 
traffic  and,  to  a  considerable  extent,  apportioned  on  a  value 
of  manufactures  basis,  the  estimates  neglect  for  the  most 
part  any  potential  of  agricultural  perishables.  A  limited 
study  of  this  market  was  made  to  determine 
22771  whether  the  agricultural  products  moving  from 
California  to  eastern  points  on  the  routes  proposed 
represented  a  large  enough  potential  to  balance  the  traffic 
flow’.  A  west-east  movement  amounting  to  90,000,000  ton- 
miles  would  be  required. 

Department  of  Agriculture  data  for  1945  showing  carlot 
shipments  of  certain  fruits  and  vegetables  from  California 
to  Chicago,  Detroit,  Cleveland,  Pittsburgh,  Philadelphia, 
and  New’  York  wras  used  to  derive  the  ton-air-mile  total  of 
such  rail  shipments.  The  total  was  approximately  900,- 
000,000.  A  10-percent  diversion  of  this  flow  would  then  be 
necessary  to  balance  the  potential  air  traffic  over  American 
Express’  proposed  routes.  The  United  States  Department 
of  Agriculture  has  published  a  study13  indicating  that  if 


13  United  States  Department  of  Agriculture  Miscellaneous  Publication 
No.  585,  p.  32,  Air  Transport  of  Agricultural  Perishables. 
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air  cargo  rates  were  reduced  below  10  cents  a  ton-mile 
about  one  third  of  all  agricultural  perishables  would  move 
by  air  in  the  post  war  period.  On  this  basis  Dr.  Watson 
concluded  that  in  his  judgment  a  10-percent  penetration 
could  be  realized  at  a  rate  of  15  cents  per  ton-mile.  This 
increased  his  estimate  of  the  route  potential  to  a  balanced 
east  and  west  flow,  approximately  188,000,000  ton-miles 
each  way  annually. 

Data  for  parcel  post  movement  between  points  on  the 
route  could  not  be  obtained.  Accordingly,  an  estimate  of 
such  potential  was  based  on  Post  Office  Department  figures 
for  1945  ;14  1,476,000,000  tons  of  parcel  post  moved  that 
year  at  an  average  revenue  of  15.64  cents  per  ton- 
22772  mile.  Assuming  that  the  cost  to  the  shipper  of  air 
parcel  post  would  approximate  45  cents  a  ton-mile 
Dr.  Watson  concluded  that  10  percent  of  the  total  could 
be  expected  to  go  by  air.  Apportionment  of  this  10  percent 
for  the  entire  country  to  the  proposed  routes  of  American 
Express  was  done  on  the  basis  of  value  of  manufactures, 
the  proposed  route  cities  representing  37  percent  of  the 
national  total.  The  air  parcel  post  estimate  so  derived 
amounted  to  54,760,000  ton-miles. 

Dr.  Watson’s  total  estimate  of  potential  over  the  routes 
proposed  for  industrial  products,  perishables,  and  parcel 
post  amounts  to  431,375,000  ton-miles  as  an  annual  average 
for  the  3-year  period  1947-49.  Comparing  this  figure  with 
the  traffic  estimate  for  the  first  year  of  operations,  30,- 
413,429  revenue  ton-miles,  it  is  noted  that  American  Ex¬ 
press  expects  to  carry  approximately  7  percent  of  the  total 
estimated  potential  over  the  proposed  route. 

Supplementing  the  estimate  made  by  Dr.  Watson,  an 
independent  study  of  air  potential  in  15  selected  commodity 


14  United  States  Post  Office  Dept.,  Appendix  to  Cost  Ascertainment  Re¬ 
port,  1945. 
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groups15  was  made  as  representing  a  cross  section  of  the 
traffic.  This  market  study  was  made  by  Mr.  Bertram  Ault, 
field  analyst  for  Colonel  F.  H.  Brittin.  The  study  was  pre¬ 
pared  under  the  direction  of  and  sponsored  by  Mr.  Vincent 

P.  Conroy.  Mr.  Conroy  was  retained  by  American 
22773  Express  as  an  airline  and  air  traffic  consultant. 

There  is  no  agreement  for  continuation  of  this  re¬ 
lationship  other  than  in  this  proceeding.  Mr.  Conroy’s 
experience  in  air  transportation  began  in  1927.  He  was  with 
United  Air  Lines  for  8  years  as  district  traffic  man¬ 
ager,  with  Eastern  Air  Lines  in  a  similar  capacity  for  3 
years,  with  Transcontinental  &  Western  Air  for  6  years  in 
positions  of  sales  manager,  general  traffic  manager,  vice 
president-traffic,  and  director.  He  was  president  of  the  Air 
Traffic  Conference  of  America  in  1943.  From  1942  to  1944 
he  served  as  a  director  of  Air  Cargo,  Inc.  He  is  currently 
a  member  of  the  New  York  Air  Lines  Terminal  Building 
Committee  and  vice  president  of  Atlantic  Airlines,  Inc.,  in 
addition  to  his  consulting  work. 

The  study  repared  by  Mr.  Ault  was  not  submitted  as  a 
study  of  air  freight  potential  but  rather  as  an  indication  of 
markets  which  various  basic  studies  had  indicated  would 
be  most  susceptible  to  the  shipment  of  goods  by  air.  The 
data  for  the  15  commodity  groups  when  related  to  the 
routes  of  American  Express  indicated  a  westbound  flow 
of  29,051,000  pounds  and  an  eastbound  flow  of  4,540,000 


15  The  commodity  groups  are  (1)  Apparel  and  accessories  (women’s), 
(2)  Cosmetics,  (3)  Costume  jewelry,  (4)  Cutting  tool  and  allied  industry, 
(5)  Dental  equipment  and  supplies,  (6)  Drugs  and  pharmaceuticals,  (7) 
Forging  and  Casting  industry,  (8)  Fountain  pens  and  mechanical  pencils, 
(9)  Motor  vehicle  and  parts  industry,  (10)  Ophthalmic  goods,  optical  instru¬ 
ments,  lenses,  etc.,  (11)  Professional  and  scientific  instruments  (except  surgi¬ 
cal  and  dental)  (12)  Small  leather  goods,  (13)  Small  tool  and  die  industry, 
(14)  Surgical  and  medical  instrument,  equipment  and  othopedic  appliances 
and  (15)  X-ray  and  therapeutic  apparatus  and  electronic  tubes. 
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pounds  ped  year.  California  perishables  were  analyzed  in 
a  manner  similar  to  that  used  by  Dr.  Watson  and  indicated 
a  potential  of  almost  3,000,000,000  pounds  yearly.  Another 
source  of  potential  eastbound  traffic,  imports  from  the 
Orient  and  South  Pacific,  showed  73,642,000  pounds  of  raw 
silk,  silk  fabrics,  bristles,  and  raw  furs  in  1937  which  were 
destined  for  New  York. 

In  estimating  expenses  of  direct  flying  costs  the  oper¬ 
ating  costs  of  the  DC-3  and  DC-4  equipment  were  first 
computed  separately  and  then  averaged  on  the  basis  of 
mileage  and  ton-mileage  projected  for  each  type.  For  ex¬ 
pense  estimates  the  maximum  allowable  pay  load  for  the 
largest  route  segment  was  used  to  determine  the 
22774  maximum  over  the  entire  route.  Pilot  pay  was 
computed  in  accordance  with  Decision  83  of  the 
National  Labor  Board  allowing  for  two  thirds  of  all  flying  . 
during  night  hours  and  approximately  one  fourth  of  all 
flying  hours  at  hazardous  terrain  rates.  Direct  mainten- 
ance  costs  were  determined  by  applying  ratios  of  labor 
costs  to  cost  of  parts,  materials,  and  outside  repairs.  In¬ 
direct  costs  equal  about  32  percent  of  total  costs  which  is 
the  ratio  which  this  applicant  has  experienced  in  its  lion- 
scheduled  operations. 

Depreciation  of  the  three  surplus  aircraft  now  leased  is 
based  on  a  purchse  price  plus  cost  of  conversion  of  $25,000 
and  $40,000  for  the  additional  plane  to  be  purchased.  The 
depreciation  period  is  4  years  with  a  residual  value  of 
$4,000  each.  DC-4’s  are  depreciated  over  a  6-year  period 
with  a  20-percent  residual  value.  Depreciation  for  other 
equipment  is  figured  as :  aircraft  engines,  4  years  with  10- 
percent  residual  value;  aircraft  propellers,  4  years;  air¬ 
craft  radio,  6  years  with  10-percent  residual  value  and 
spare  parts,  6  years. 

A  summary  of  the  revenue  and  expense  estimates  for 
the  first  year  of  operation  is  as  follows : 


262 


Examiners'  Report  Docket  810 


Cents  per 


Item  ton-mile  Total 

Revenue  .  11.103  $3,375,699 

Revenue  .  12.0  $3,649,611 

Expenses : 

Flying  operations  .  4.230  $1,289,300 

Flight  equipment  maintenance, 

direct .  2.010  611,200 

Depreciation,  flight  equipment .  1.346  406,360 


Total  flying  operations .  7.586  $2,306,860 


Ground  operations .  1.135  346,972 

Equipment  maintenance,  direct . 061  17,850 

Equipment  maintenance,  indirect . 320  97,460 

Depreciation,  ground  equipment . 104  32,080 

Traffic  and  sales . 878  267,494 

Advertising  and  publicity . 290  88,000 

General  and  administrative . 718  218,843 


Total,  ground  and  indirect  3.510  $1,068,699 

Total  operating  expense..  11.103  $3,375,559 

Net  profit . 90  274,052 


22775  Slick  Airways ,  Inc.,  (Slick)  was  incorporated  on 
January  4,  1946,  under  the  laws  of  the  State  of 
Delaware.  Operation  as  a  contract  carrier  of  air  freight 
commenced  in  March  of  1946  and  have  continued  since, 
principally  between  the  areas  which  the  applicant  now 
seeks  to  serve  on  a  certificated  basis.  Operations  at  the 
time  of  the  hearing  were  conducted  with  10  C-46  aircraft. 

Earl  F.  Slick,  president  and  director  of  the  corporation, 
was  active  in  the  Texas  oil  producing  industry  until  1940. 
While  so  engaged  he  studied  at  the  Spartan  School  of 
Aviation  in  Tulsa,  Okla.,  and  obtained  a  private  pilot 
license.  In  1942  he  joined  the  5th  ferrying  group,  Army 
Air  Forces,  and  as  a  rated  officer  delivered  military  planes 
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to  bases  throughout  the  world.  He  later  served  as  an  ad¬ 
ministrative  officer  in  operational  and  training  capacities 
with  the  Air  Transport  Command.  Upon  his  discharge  in 
the  fall  of  1945  he  devoted  himself  to  the  formaton  of  Slick 
Airways,  Inc. 

Samuel  C.  Dunlap,  III,  at  the  time  of  the  hearing  held 
the  offices  of  executive  president  and  director.  He  serves  as 
operations  manager.  In  1933  he  received  flight  training 
and  a  commission  in  the  Army  Air  Forces.  He  became  a  co¬ 
pilot  with  American  Airlines  in  1934  and  was  later  a  pilot 
for  North  American  Aviation  Company  prior  to  being 
called  to  duty  with  the  Army  Air  Forces.  As  control  officer 
and  executive  for  operations  he  advanced  from  first  lieu¬ 
tenant  to  lieutenant  colonel.  He  was  appointed  deputy 
commander  of  the  3rd  ferrying  group  and  later,  as  a  full 
colonel,  to  commanding  officer  of  the  ATC-4  engine  airline 
training  schools  at  Homestead,  Fla.,  and  Charleston,  S.  C. 
He  has  logged  over  4,700  hours  in  commercial  and  military 
flying. 

W.  Bankart  Langmore,  vice  president  in  charge  of  sales 
and  director,  joined  the  Aetna  Life  Insurance  Company  in 
September  1925.  In  1927  he  left  Aetna  for  the  J.  G. 
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227777  White  &  Company,  investment  bankers,  where  he 
became  assistant  sales  manager  4  years  later.  In 
1933  he  joined  Eastman  Dillon  and  Company  of  New  York 
City,  and  2  years  thereafter  moved  to  the  Jackson  and 
Curtis  firm  as  a  security  analyst.  There  he  made  extensive 
analytical  surveys  of  many  companies,  including  American, 
T.  W.  A.,  Eastern  and  Pan-American  airlines.  In  the  Navy 
he  was  head  of  a  large  censorship  department,  and  in 
September  1943  joined  the  staff  of  Commodore  Oscar 
Smith  in  the  South  Pacific  with  a  special  task  force.  Upon 
his  discharge  as  a  lieutenant  commander  in  1945,  he  joined 
Slick  in  his  present  capacity. 

Lewis  J.  Moorman,  vice  president-secretary  and  di¬ 
rector,  was  formery  employed  by  the  Reconstruction  Fi¬ 
nance  Corporation.  In  1941  he  became  liaison  man  for  the 
special  assistant  to  the  secretary  of  commerce,  a  position 
he  held  until  he  entered  active  duty  as  an  officer  in  the  U.  S. 
Naval  Reserve.  He  was  assigned  as  personnel  legal  and 
liaison  officer  on  the  staff  of  commander  special  air  task 
force  in  the  south  Pacifice  theater,  and  later  served  on  the 
staff  of  the  commander-in-chief  of  the  U.  S.  Atlantic  Fleet. 
Upon  his  discharge  from  active  duty  he  joined  the  appli¬ 
cant  company  and  has  since  administered  the  organiza¬ 
tion’s  legal  activities. 

Charles  F.  Urschell,  Jr.,  vice  president  and  director,  is 
also  co-owner  of  the  Charles  F.  Urschel  Oil  Agency  and 
the  Hengley  Drilling  Company.  After  helping  organize 
the  Slick-Urschel  Oil  Company,  war  was  declared  and  he 
was  commissioned  a  second  lieutenant  in  the  12th  Field 
Artillery.  He  served  in  France,  Belgium,  Holland,  Luxem¬ 
bourg,  and  Germany  as  senior  aide  to  Maj.  Gen.  John  B. 
Anderson,  Corps  Commander.  He  was  returned  to  inactive 
duty  in  the  fall  of  1945,  with  the  rank  of  lieutenant  colonel. 

Edgar  R.  Skinner,  treasurer,  was  engaged  by  Slick  after 
14  years  of  experience  with  the  accounting  firm  of  Price, 
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Waterhouse  and  Company,  where  he  started  as  a 

22778  junior  accountant  and  advanced  to  the  position  of 
supervising  manager.  During  his  work  with  that 

company  he  became  a  member  of  the  American  Institute 
of  Accountants,  the  American  Accounting  Association,  and 
the  Missouri  Society  of  Certified  Public  Accountants. 
From  1937  to  1945,  he  delivered  lectures  and  conducted 
classes  in  general  accounting,  cost  accounting,  and  auditing 
at  St.  Louis  University.  He  resigned  from  Price,  Water- 
house  and  Company  in  May  1946  for  his  present  associ¬ 
ation. 

J.  Prescott  Blount,  assistant  vice  president,  sales,  came 
to  the  applicant  in  April  1946  from  United  Airlines,  where 
he  had  conducted  experimental  work  in  the  field  of  air 
freight.  From  his  first  position  in  1927  as  manager  of  an 
apple  orchard,  he  has  been  actively  associated  with  the 
handling,  packaging,  and  transportation  of  perishables. 
In  1930  he  traveled  through  10  European  countries  sur¬ 
veying  marketing  trends,  and  thereafter  attended  Cornell 
University,  majoring  in  agricultural  economics  and  mar¬ 
keting.  From  1936  until  1943  he  conducted  extensive  re¬ 
search  for  the  Association  of  American  Railroads  and  the 
Southern  Box  and  Crate  Association.  In  1943  he  joined 
United  Air  Lines  as  coordinator  of  air-rail  cargo,  and 
eventually  was  assigned  the  added  duties  of  manager  of 
perishable  traffic.  During  this  period  he  worked  closely 
with  many  air  shippers. 

Other  directors  of  the  corporation  are  Charles  F.  Ur- 
schel,  Arthur  A.  Seelingson,  and  Tom  B.  Slick.  All  officers 
and  directors  of  Slick  are  citizens  of  the  United  States. 
All  of  the  stock  issued  and  outstanding  at  the  time  of  the 
hearing  was  owned  by  citizens  of  the  United  States.  The 
citizenship  requirment  of  section  401,  as  defined  in  section 
1(13)  of  the  Act,  is  accordingly  satisfied. 

22779  Slick  leased  the  Alamo  Army  base  at  San  An¬ 
tonio’s  Municipal  Airport  in  Janury  1946,  and  be- 
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gan  setting  up  maintenance  facilities.  It  performed  its  own 
modification  work  on  the  10  C-46  E  plans  purchased  and, 
being  the  only  commercial  user  of  this  model,  bore  the  ex¬ 
pense  of  obtaining  a  license  for  this  aircraft  in  accordance 
with  the  Civil  Air  Regulations.  Initial  flights  with  three 
planes  were  commenced  in  March  with  the  full  scale  opera¬ 
tions  getting  under  way  on  May  1,  1946. 

At  one  time  during  1946  personnel  employed  reached 
450.  The  figure  at  the  time  of  hearing  was  410,  a  ratio  of 
41  per  airplane.  Present  personnel  in  key  positions  show 
varying  amounts  of  commercial  and  military  experience 
fittting  them  for  their  present  duties.  Captains  and  first 
officers  must  possess  air  transport  ratings  and  a  restricted 
radio  telephone  permit.  Minimum  flight  time  for  captains 
is  2,500  hours,  1,250  in  multi-engined  planes  rated  not  less 
than  1,200  horsepower;  for  first  officers  total  time  is  2,000 
hours,  of  which  1,000  hours  must  be  in  similar  multi-engined 
aircraft. 

Operating  and  revenue  data  for  the  first  8  months  are  as 


follows : 

Plane 

Load 

Month 

utilization 

factor 

Revenue 

(Hours  day 

in  cents 

Ton-miles 

1946 

plane) 

(Percent) 

ton-mile 

carried 

March  . 

...  3.15 

29 

20.97 

61,247 

April  . 

...  2.58 

63 

16.06 

243,212 

May  . 

...  6.52 

53 

17.51 

647,219 

June  . 

...  6.48 

44 

13.61 

660,750 

July  . 

...  6.06 

57 

11.75 

874,026 

August . 

...  7.35 

71 

11.07 

1,474,419 

September  ... 

...  6.18 

71 

11.30 

1,261,114 

October  . 

...  8.90 

74 

12.50 

2,034,035 

Total . 

...  7,256,022 
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22780  Operations  for  that  period  resulted  in  a  total  deficit 
of  $652,338,  of  which  $136,204  is  shown  as  organi¬ 
zation  and  development  expense.  The  break-even  point 
was  approached  in  October  with  an  operating  deficit  for 
that  month  of  $11,655,  amounting  to  0.59  cent  per  ton-mile. 
The  president  of  the  company  testified  that  contract  oper¬ 
ations  would  be  carried  on  until  the  Board’s  decision  in  this 
proceeding.  If  not  then  awrarded  a  certificate  for  common 
carrier  service  the  operations  would  be  discontinued. 

The  application  w'as  filed  March  22,  1946.  It  proposed 
service  between  five  major  geographic  areas.  Two  amend¬ 
ments  subsequently  filed  modified  two  of  these  areas 
slightly.  At  the  hearing  the  applicant  abandoned  that  part 
of  its  application  requesting  authorization  to  serve  the 
Florida  area.  The  application  being  prosecuted  proposed 
direct  inter-area  air  freight  service  between  four  areas; 
the  California  Agricultural  and  Industrial  area,  the  Texas 
Agricultural,  Seafood,  and  manufacturing  area,  the  Middle 
West  Industrial  area,  and  the  Eastern  Industrial  and  Sea¬ 
food  area.  Each  proposed  area  is  defined  in  terms  of 
counties. 

The  applicant  has  designated  12  major  traffic  centers  in 
these  areas  as  “principal  points”.16  Such  points  wall  be 
served  without  limit  as  to  traffic  available.  All  other  points 
within  the  designated  areas  having  suitable  airports  are 
called  “demand  points”.  Each  demand  point  will  receive 
on  what  are  termed  flexible  schedules  whenever 

22781  shipments  in  or  out  of  a  demand  point  to  other 
points  served  equal  some  minimum  weight.  A 

minimum  of  1,000  pounds  is  contemplated  for  initial  oper¬ 
ations. 

No  intra-area  service  is  proposed,  nor  service  to  any 
point  lying  between  the  defined  areas.  Taking  the  average 

16  Principal  points  in  the  initial  operation  will  be:  California  area — 
Los  Angeles,  Long  Beach,  San  Francisco,  Oakland.  Texas  area — Dallas, 
Fort  Worth,  San  Antonio,  Houston,  Mid- West  area — Chicago,  Milwaukee, 
Detroit,  St.  Louis.  Eastern  area — New  York,  Newark,  Boston,  Philadelphia. 
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great-circle  mileages  between  principal  points  in  the  four 
areas  gives  an  approximate  route  mileage  of  8,682. 

It  is  the  position  of  Slick  that  there  is  a  tremendous 
potential  of  air  freight  which  can  be  best  served  by  an  oper¬ 
ator  concentrating  all  its  energies  on  that  service  and  oper¬ 
ating  a  combination  of  fixed  and  flexible  schedules  as  it 
proposes.  Fixed  schedules  are  those  which  move  between 
principal  points  only,  similar  in  this  sense  to  the  conven¬ 
tional  point-to-point  route  operation.  Flexible  schedules 
also  begin  and  terminate  at  principal  points,  but  in  addi¬ 
tion  serve  as  many  as  two  demand  points  in  each  of  the 
areas  served.  Slick’s  concept  of  flexible  service  to  demand 
points  claims  the  following  advantages  to  shippers  over 
conventional  point-to-point  route  service: 

1.  Service  to  smaller  cities  when  required  without  in¬ 
curring  the  expense  of  stops  at  that  point  when  traffic  is 
not  available. 

2.  Service  direct  to  other  than  major  cities  minimizing 
time  and  expense  for  transshipment. 

3.  Service  to  and  from  entire  areas  presenting  a  greater 
diversity  of  type  of  shipments  to  produce  higher  load 
factors. 

4.  Ability  to  serve  seasonal  production,  especially  im¬ 
portant  in  development  of  traffic  in  perishables. 

5.  By  serving  entire  areas  shippers  will  have  a  choice  of 
alternate  markets  should  conditions  change  wdiile  a  ship¬ 
ment  is  en  route. 

22782  6.  New  production  or  disribution  centers  may  be 

stimulated  giving  buyers  and  sellers  a  wider  choice 
of  markets. 

A  second  degree  of  flexibility  of  service,  argued  in  behalf 
of  an  area-to-area  operation,  involves  the  operations  be¬ 
tween  areas  over  any  route  having  flyable  weather,  thus 
giving  increased  dependability  of  service.  This  should  not 
be  confused  with  the  flexible  schedules  proposing  service 
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to  demand  points.  Both  fixed  and  flexible  schedules  will 
have  the  second  flexibility  of  routes  between  areas. 

Slick  asserts  that  it  would  be  in  a  position  to  com¬ 
mence  certificated  operations  almost  immediately  following 
authorization  by  the  Board.  Contract  operations  would 
be  abandoned  as  contracts  expired  or  were  terminated. 
All  contracts  provide  for  15  or  30  days’  termination  notice. 

Initial  operations  would  be  with  the  C-46  planes  then 
owned.  This  applicant  expects  to  have  a  fleet  of  15  by  the 
time  of  decision.  Plans  submitted  call  for  expansion  of 
that  fleet  to  30  such  planes  by  the  end  of  the  first  year  after 
certification,  and  to  50  planes  after  2  years.  By  1950  Slick 
anticipates  the  availability  of  specialized  freight  planes 
having  a  payload  of  approximately  20,000  pounds  and 
cruising  at  about  300  miles  per  hour.  The  C-46’s  will  be 
replaced  to  a  great  extent  with  such  planes  to  improve  the 
economy  of  the  operations.  * 

Slick  proposes  to  have  its  main  base  of  operations  at  Los 
Angeles.  The  change  of  location  of  this  base  from  San 
Antonio  to  Los  Angeles  was  in  progress  at  the  time  of  the 
hearing.  San  Antonio,  Chicago,  and  Newark  are  desig¬ 
nated  as  base  stations  in  the  other  areas.  General  offices, 
shops,  and  hangars  will  be  located  at  the  main  base.  Other 
base  stations  will  have  turnaround  maintenance  fa¬ 
cilities  and  be  area  headquarters  for  operations  and  sales 
activity. 

22783  Complete  freight  depots  having  traffic  offices  and 
warehouses  with  refrigeration  and  loading  equip¬ 
ment  will  be  located  at  all  principal  stations.  Such  equip¬ 
ment  includes  forklift  trucks,  gravity  or  power  conveyors, 
loading  pallets,  and  loading  ramps.  Ground  handling  ser¬ 
vices  at  demand  points  will  be  contracted  for  with  local 
airport  operators,  trucking  companies,  or  air  freight  ser¬ 
vice  organizations.  The  practicability  of  carrying  a  2,000- 
pound  capacity  boom  type  crane  and  electric  winch  on  each 
plane  to  expedite  loading  is  being  studied.  One  unit,  with 
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such  a  capacity  and  weighing  only  5  pounds,  has  been  de¬ 
signed  and  built  and  was  being  used  experimentally  at 
the  time  of  hearing.  Dry  ice  refrigerating  units  and  mov¬ 
able  insulating  curtains  have  been  developed  for  use  during 
hot  weather.  It  is  proposed  to  have  mobile  refrigerated 
trailers  for  service  at  key  centers  of  perishables  production, 
perhaps  owned  and  operated  jointly  with  growers  associ¬ 
ations. 

With  its  fleet  of  30  planes  Slick  showed  tentative  sched¬ 
ules  for  a  6-day  per  week  operation  having  daily  round- 
trip  frequencies  between  areas  as  follows :  Eastern-Middle 
West  3  1/3  17  fixed,  6  flexible;  Middle  West-California  3 
fixed,  5  flexible;  Calif ornia-Texas  1/3  fixed,  1  flexible; 
Texas-Middle  West  1/3  fixed,  1  flexible;  Texas-Eastern 
1/3  fixed,  1  flexible.  Plane  utilization  is  approximately  10 
hours  per  plane  per  day.  Schedules  will  be  designed  to 
give  overnight  service  to  the  greatest  extent  possible. 

This  applicant  does  not  propose  to  use  ground  radio. 
On  the  basis  of  its  experience  to  date  it  believes  that  an  air 
freight  service  does  not  require  such  facilities.  This  ques¬ 
tion  ties  in  directly  with  the  proposd  space  control  and  res¬ 
ervations  system.  A  TWX  system  will  (as  it  presently 
does)  link  all  principal  points  with  the  space  control  center. 

Agents  at  demand  points  will  utilize  telephone  or 
22784  telegraph  to  the  nearest  principal  point.  A  certain 
percentage  of  flight  space  will  be  allocated  to  the 
various  route  points  for  a  fixed  advance  period,  tentatively 
30  days.  All  space  reservations  made  and  requests  for  ad¬ 
ditional  space  will  be  cleared  through  the  space  control 
center.  The  operations  witness  testified  that  their  experi¬ 
ence  to  date  indicated  a  time  of  about  15  minutes  required 
to  confirm  or  deny  a  request  for  a  space  reservation.  Ab¬ 
sence  of  ground  radio  would,  of  course,  make  it  impossible 
to  serve  a  demand  point  shipper  who  requested  space  after 


17  The  fraction  1/3  represents  2  round  trips  weekly. 
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the  time  the  flexible  schedule  flight  started  its  run.  Little 
difficulty  of  this  nature  is  anticipated  once  shippers  are 
acquainted  with  the  service. 

For  the  proposed  30-plane  operation  the  estimated  per¬ 
sonnel  required  is  1,093,  or  36.4  per  airplane.  For  the  50- 
plane  level  of  C-46  operations  total  required  is  estimated 
at  1,603,  or  33.4  per  plane,  and  for  50  new  type  planes 


(20,000  pounds  payload,  300mph)  1,905, 

or  38.1  per  plane. 

Estimates  of  capital  requirements  for  the  three  phases 
of  certificated  operations  are  as  follows: 

Item 

30  C-46 

50  C-46 

50  New  type 

Flight  equipment: 

Aircraft . 

$1,230,000 

$2,050,000 

$14,500,000 

Aircraft  engines  . 

1,900,000 

3,165,000 

6,900,000 

Aircraft  propellers  . 

380,000 

634,000 

1,438,000 

Aircraft  radio  . 

35,000 

58,000 

863,000 

Misc.  flight  equipment . 

37,000 

62,000 

435,000 

Spare  parts  and  assemblies . 

Other  operating  property  and 
equipment : 

Hangar,  shops  and  ramp  equip- 

147,000 

245,000 

1,740,000 

ment . 

Motorized  vehicle  and  equip- 

112,000 

164,000 

236,000 

ment . 

Furniture,  fixtures  and  office 

13,000 

15,000 

30,000 

equipment  . 

19,000 

22,000 

32,000 

Misc.  ground  equipment . 

Bldgs,  and  improvements,  land 

40,000 

48,000 

64,00C| 

not  owned . 

296,000 

345,000 

400,00(1 

Total  property  and  equip-  1 

ment . 

$4,209,000 

$6,808,000 

$26,638,00(1 

Working  capital  . 

500,000 

750,000 

900,00(1 

Total  capital  requirements  $4,709,000  $7,558,000  $27,538,00(1 
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22785  The  current  authorized  capital  of  the  corporation 
is  $10,000,000.  The  stock  structure  calls  for  1,000,- 
000  shares  of  $10  par  value  each.  Stocks  issued  and  out¬ 
standing  at  the  time  of  the  hearing  represented  an  invest¬ 
ment  of  approximately  $1,700,000.  A  registration  statement 
was  being  prepared  covering  $5,000,000  to  provide  for 
employees’  and  original  investors’  options.  No  public  stock 
offering  is  contemplated  prior  to  certification.  At  such 
time  additional  capital  would  be  realized  from  sale  of  stock 
to  present  investors  and  selected  individuals  and  by  sale  of 
stock  or  other  securities  to  the  public.  Flight  equipment 
loans  up  to  70  percent  to  80  percent  of  the  value  of  the 
equipment  have  been  indicated  as  available. 

Estimates  of  revenues  and  expenses  are  presented  for 
the  three  fleet  phases.  Basic  factors  for  these  computations 
are :  average  daily  utilization  10  hours,  percent  nonrevenue 
hours  4.76,  and  load  factor,  75  percent.  Average  revenue 
for  the  successive  stages  are  figured  as  12.5, 12,  and  9  cents 
per  ton-mile.  Expense  estimates  are  based  upon  past  ex¬ 
perience  projected  to  the  larger  operations.  Provision 
was  made  for  wage  and  salary  increases  amounting  to  27.12 
percent  over  present  levels,  which  will  be  made  progres¬ 
sively  over  a  period  of  5  years. 

Slick  proposes  to  establish  a  basic  one-class  rate  with 
certain  discounts,  additions,  and  allowances.  Minimum 
charge  for  any  shipment  will  be  for  100  pounds.  Charges 
are  based  on  airport-to-airport  distances  with  a  10-percent 
discount  for  single  shipments  of  5,000-10,000  pounds  and 
a  15-percent  discount  on  single  shipments  of  10,000-20,000 
pounds  from  the  basic  rate.  Pick-up  and  delivery  service 
will  be  an  extra  charge  at  cost  An  allowance  of  $1  per 
hundred  pounds  will  be  made  on  shipments  loaded 
227S6  and  unloaded  by  the  shipper.  It  is  also  contem¬ 
plated  that  a  deferred  shipment  discount  of  per¬ 
haps  25  percent  will  be  offered  to  shippers  who  will  accept, 
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if  traffic  conditions  necessitate,  a  delay  of  24  or  48  hours 
in  deliver}’;  the  actual  deferment  depending  on  the  distance 
involved  This  deferred  rate  is  intended  to  attract  addi¬ 
tional  items  to  air  freight  and  to  make  possible  a  more  uni¬ 
form  load  factor. 

Estimated  revenues  and  expenses  for  the  three  stages  of 
certificated  operations  are  as  follows: 


Item  30  C-46  50  C-46  50  New  type 

Revenues 

Annual  revenue  ton-miles..  87, 257, 800  145,429,700  403,781,200 

Average  rate  —  cents  ton- 

1  mile .  12.50  12.00  9.00 

Annual  revenue .  $10,907,200  $  17,451,600  $  36,340,300 


Expenses 

Expense — cents  ton-mile  .... 
Annual  expense  . 


11.71  11.21 

$10,233,300  $  16,312,500 


8.46 

$  34,168,700 


Estimates  of  traffic  potential  in  support  of  this  applica¬ 
tion  were  prepared  and  sponsored  by  Mr.  John  L.  Drew, 
a  partner  in  the  aviation  consulting  firm  of  Drew  and 
Peters.  While  in  the  employment  of  the  Curtiss- Wright 
Corporation  from  1937  to  1945  he  held  positions  in  engin¬ 
eering,  sales,  and  research.  He  is  co-author  of  the  Curtiss- 
Wright  survey  of  commercial  aviation,  “Air  Transporta¬ 
tion  in  the  Immediate  Post-War  Period.”  In  1945  the  firm 
of  Drew  and  Peters  was  organized  and  in  the  fall  of  that 
year  he  was  retained  by  this  applicant  as  a  consultant  on 
economic  planning. 

Mr.  Drew  based  his  estimate  of  air  potential  over  the 
proposed  routes  on  merchandise  traffic  movement  and  per¬ 
ishable  traffic  between  the  areas  during  the  year 
22787  1932.  Expansion  of  this  total  traffic  to  1947  and 
1950  levels  was  on  the  ratio  of  gross  national  prod¬ 
uct  for  these  years.  An  estimate  of  air  penetration  of  this 
total  potential  on  the  basis  of  Slick’s  proposed  rates  was 
made. 
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The  general  economic  importance  of  the  areas  covered 
by  Slick’s  proposal  is  indicated  by  1940  census  data.  As 
related  to  United  States  total  these  areas  comprise  11.9 
percent  of  total  area,  have  42.9  percent  of  population,  54.3 
percent  of  effective  buying  income,  produce  almost  50  per¬ 
cent  of  fresh  fruits  and  vegetables,  and  almost  60  percent 
of  the  total  value  of  manufactured  products.  Eight  of  the 
thirteen  principal  distribution  centers  of  the  country  are 
included.  In  1939  approximately  2.3  billion  dollars  of  ex¬ 
ports  and  1.8  billion  dollars  of  imports  cleared  through 
customs  districts  in  the  areas. 

Community  of  interest  is  generally  noted  between  the 
California  and  Texas  areas  on  the  one  hand  and  the  Mid- 
West  and  Eastern  areas  on  the  other.  California  is  a 
major,  year-round  producer  of  a  variety  of  fresh  fruits 
and  vegetables  as  well  as  a  principal  manufacturer  of  such 
high-value  items  as  aircraft  parts  and  motion  pictures. 
Texas  is  another  major  year-round  producer  of  other  fresh 
fruits  and  vegetables  and  a  potentially  large  industrial 
State,  having  extensive  natural  resourses.  The  Mid- West 
and  Eastern  areas  are  major  importers  of  fresh  fruits  and 
vegetables  and  produce  manufactured  goods  in  greater 
quantity  than  any  other  areas  of  comparable  size. 

From  the  Merchandise  Traffic  Report  published  by  the 
Federal  Coordinator  of  Transportation  in  1934  basic  data 
was  taken  showing  the  ton-miles  of  merchandise  freight 
carried  rail  LCL  and  express  between  the  proposed 
22788  areas  in  1932.  A  total  estimated  movement  of 
2,927,030  ton-miles18  is  broken  down  as  follows : 

18  The  Coordinator's  tonnage  figures  were  increased  by  a  factor  of  1,343 
since  the  study  covered  approximately  74.5  percent  of  total  traffic. 
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Between 

Ton  miles 
(000) 

Percent  of 
total 

Texas-Mid  West . 

.  220,500 

7.5 

Eastern- Mid  West . 

.  1,918,350 

65.5 

California-Mid  West . 

537,880 

18.4 

Texas-Eastern  . 

32,300 

1.1 

Calif  ornia-Texas . 

16,500 

.6 

California-Eastern . 

201,500 

6.9 

Total . 

.  2,927,030 

100.0 

The  1932  tonnage  of  1019  selected  fruits  and  vegetables 
moving  by  rail  or  boat  from  the  proposed  areas  to  princi¬ 
pal  consuming  cities20  amounted  to  1,100,105  tons.  At  an 
average  haul  of  1,500  miles  the  ton-mile  figure  was  1.7 
billion.  This  figure  was  increased  by  25  percent  to  allow 
for  movement  of  other  fruits  and  vegetables  and  other 
perishable  items  and  for  shipments  to  other  cities.  Such 
other  items  include  fish,  which  was  received  in  Chicago 
(1941),  Boston  (1940),  and  New  York  (1940)  to  the  extent 
of  27,353,000  pounds  from  other  areas  which  are  proposed 
for  service.  Shipper  testimony  indicated  also  a  substantial 
traffic  in  flowers  from  the  garden  areas  to  the  industrial 
areas. 

22789  Mr.  Drew  maintained  that  there  has  been  a  very 
close  correlation  during  the  past  20  years  between 
national  productivity,  as  measured  by  the  Gross  National 
Product  Index,  and  total  inter-city  traffic.  Gross  national 
product  for  1947  is  estimated  at  135  billion  dollars,  ap¬ 
proximately  2.5  times  the  produce  in  1932.  Multiplying  the 
previously  stated  1932  traffic  figures  for  merchandise  and 

19  Cantaloupes,  tomatoes,  celery,  lettuce,  onions,  peaches,  pears,  plums, 
grapes,  cabbage. 

20  Los  Angeles,  San  Francisco,  Dallas,  San  Antonio,  Fort  Worth,  Hous¬ 
ton,  Chicago,  Detroit,  Indianapolis,  Milwaukee,  Peoria,  St.  Louis,  Albany, 
Baltimore,  Boston,  Bridgeport,  New  Haven,  New  York,  Newark,  Philadel¬ 
phia,  Providence,  Springlield,  (Mass.)  Hartford,  and  Washington. 
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perishables  by  this  factor  gives  a  potential  air  freight 
figure  for  1947  of  approximately  7.5  billion  ton-miles  for 
merchandise  and  5.2  billion  ton-miles  for  perishables,  a 
total  of  12.7  billion  ton-miles.  Gross  national  product  for 
1950  was  estimated  to  indicate  a  further  increase  of  po¬ 
tential  to  14.1  billion  ton-miles. 

The  foregoing  discussion  of  potential  did  not  concern 
itself  with  rates,  either  by  air  or  by  surface  means.  The 
proposed  12.5-cent  average  air  rate  is  comparable  to  a 
surface  mileage  of  10.6  cents  and  the  proposed  air  rate  of 
9  cents  (with  improved  plans)  compares  to  a  surface  mile¬ 
age  rate  of  7.6  cents  a  ton-mile.  Mr.  Drew  concluded  that 
on  price  alone  air  freight  could  directly  compete  for  traffic 
now  moving  by  railway  express  at  the  12.5-cent  rate,  and 
at  the  9-cent  rate  could  compete  for  the  bulk  of  railway 
express  and  a  substantial  portion  of  LCL  freight. 

In  presenting  his  estimate  of  air  freight  traffic  over 
these  routes  in  1947  at  the  12.5-cent  rate  Mr.  Drew  esti¬ 
mated  a  2-percent  realization  of  the  total  potential  based 
upon  historical  surface  movement,  and  development  of  new 
traffic  equaling  half  that  amount,  a  total  of  381  million  ton- 
miles.  His  estimate  for  1950,  at  a  9-cent  rate,  forecast  a 
realization  of  6%  percent  of  the  projected  potential,  and 
again  a  50-percent  development  of  new  traffic  on  a  figure 
of  1.39  billion  ton-miles. 

Noting  that  the  proposal  of  Slick  would  offer  one-carrier 
service  to  more  than  200  pairs  of  cities,  each  city  having 
population  in  excess  of  50.000  which  did  not  have  such  air 
freight  service  as  of  August  1,  1946,  and  consider- 
22790  ing  possible  competition  by  presently  certificated 
carriers  or  others  to  be  certificated,  a  30-percent 
figure  was  taken  as  representing  a  reasonable  share  for 
this  applicant.  The  indicated  traffic  to  be  carried  by  Slick 
in  the  first  year  of  certificated  operation  is  accordingly  114 
million  ton-miles  and  in  1950  417  million  ton  miles. 
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As  previously  mentioned,  Mr.  Drew  was  a  co-author  of 
the  1944  report  Air  Transportation  in  the  Immediate  Post- 
War  Period.  That  study,  published  by  the  Curtiss-Wright 
Corporation,  presented  an  estimate  of  air  cargo  traffic  for 


years  1946-194S  and  1950  at 

Air  cargo  rates 
per  ton-mile 

various  rate  levels.20 

Million  of  ton-miles 

(Cents) 

3946 

1948 

1950 

80 

6.3 

8.4 

10.9 

70 

9.5 

12.8 

16.5 

60 

16.0 

21.4 

27.7 

50 

24.3 

32.6 

42.2 

40 

37.7 

50.7 

65.5 

30 

63.3 

85.1 

110.1 

20 

145.5 

195.8 

253.1 

14 

297.8 

400.7 

518.2 

the  hearing  Mr.  Drew  revised  certain  of  those  domestic  air 
freight  traffic  estimates  on  the  basis  of  changed  conditions 
evident  as  of  August  1946.  The  revised  estimates  gave  a 
figure  of  1.2  billion  ton-miles  of  domestic  air  freight  in 
1947  at  a  12.5-cent  rate  and  5  billion  ton-miles  in  1950  at 
a  9-cent  rate. 

The  new  conditions  considered  by  Mr.  Drew  to  warrant 
the  significant  increases  in  the  estimate  of  traffic  are 
generally  stated  as  (1)  a  general  increase  in  price  levels 
resulting  in  a  smaller  part  of  the  total  sales  price 
22791  of  an  item  representing  transportation  cost, (2) 
the  accelerated  development  of  the  field  occasioned 
by  the  entrance  of  new  operators  and  the  attendant  rapid 
rate  decrease,  (3)  the  inclusion  of  agricultural  perishables 
in  the  potential  made  possible  by  the  lowered  rates,  and  (4) 
an  improved  competitive  rate  position  for  air  freight  re¬ 
sulting  from  rate  increases  for  surface  transportation 
means. 


20  Table  24  p.  90  of  the  “Curtiss-Wright  Report”  gives  estimated  postwar 
air  cargo  traffic  at  various  ton-mile  rates,  as  follows:  (some  intermediate 
rates  are  omitted) 
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The  approximately  S.5  percent  of  total  United  States  air 
freight  traffic  which  Mr.  Drew  estimates  will  be  carried  by 
Slick  over  its  proposed  routes  is,  in  his  opinion,  a  reason¬ 
able  ratio. 

22792  California  Eastern  Airways,  Inc.,  (California 
Eastern)  is  a  corporation  authorized  under  the  laws 
of  the  State  of  Delaware  on  January  14,  1946.  Operations 
as  a  contract  carrier  of  freight  by  air  commenced  in  May 
1946.  The  application  was  originally  filed  by  Mercury’ 
Transport  Corporation  on  May  7,  1946.  On  September  26, 
1946,  that  application  was  amended  to  show  that  Califor¬ 
nia  Eastern  had  acquired  all  of  the  outstanding  stock  of 
Mercury  and  desired  to  prosecute  the  application  in  the 
name  of  California  Eastern  Airways,  Inc.  At  the  time  of 
that  acquisition  Mercury  Transport  Corporation  was  a 
non-operating  company,  its  principal  assets  being  studies 
of  air  freight  potential  undertaken  by  Alvin  P.  Adams  and 
Associates,  and  its  application  pending  in  this  proceeding. 
California  Eastern  stock  having  a  par  value  of  $52,000 
was  issued  in  exchange  for  the  outstanding  stock  of  Mer¬ 
cury. 

President  of  California  Eastern  is  Mr.  J.  J.  O’Brien. 
He  served  as  a  captain  with  United  Air  Lines  in  regu¬ 
lar  scheduled  service  for  15  years,  having  operations, 
supervisory,  and  executive  positions  during  the  last  7 
years.  His  last  position  with  United  was  superintendent 
of  operations  for  the  Pacific  Division  of  that  company. 
Mr.  O’Brien  has  in  excess  of  12,000  hours  flying  time  to  his 
credit. 

Mr.  Allan  A.  Barrie,  executive  assistant  to  the  president 
has  16  years’  experience  in  executive  pilot  assignments  in 
the  air  transport  industry.  Prior  to  the  war  he  was  with 
Western  Airlines  as  vice  president  in  charge  of  operations. 
In  1942  he  was  called  to  active  duty  as  a  major,  later  ad¬ 
vancing  to  the  rank  of  colonel.  With  the  Air  Transport 
Command  he  served  as  deputy  assistant  chief  of  staff  and 
later  as  assistant  chief  of  staff  for  the  ferrying  division 
of  ATC. 
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22794  He  was  awarded  the  Legion  of  Merit  in  recognition 
of  this  wrork.  Since  early  in  1946,  Mr.  Barrie  has 

served  on  the  staff  of  Alvin  P.  Adams  and  Associates. 

Vice  president  of  California  Eastern  is  William  J. 
Hoelle.  Prior  to  the  war  he  worked  in  the  assay  office  of 
the  United  States  Mint  and  with  Westinghouse  Electric 
Supply  Co.  of  San  Francisco.  In  1940  he  became  a  pilot 
in  the  Army  Air  Forces.  He  saw  action  in  England,  North 
Africa,  and  the  Middle  East  advancing  to  commander  of 
a  fighter  squadron.  In  1944  and  1945,  with  a  rank  of  major, 
he  was  in  charge  of  combat  training  for  officer  pilots  in 
P-38  aircraft.  Mr.  Hoelle  was  awarded  the  Distinguished 
Flying  Cross  and  cluster,  the  Purple  Heart,  and  Air  Medal 
with  four  oak  leaf  clusters. 

Mr.  Thornton  Howell,  secretary-treasurer  of  California 
Eastern,  has  specialized  in  the  administrative  and  finan¬ 
cial  phases  of  the  mining  industry.  He  later  entered  the 
engineering  and  construction  business,  operating  his  own 
firm,  the  Howell  Engineering  Company,  in  San  Francisco. 
He  became  associated  with  United  Air  Lines  in  1941  when 
he  saw  service  as  a  pilot  in  Alaska  and  the  Pacific  and  flew 
as  captain  in  regular  scheduled  operation  on  the  trans¬ 
continental  and  coastal  routes  of  United.  He  resigned  this 
position  in  1946  to  assist  in  organizing  California  Eastern. 

Mr.  Henry  W.  Borntraeger,  operations  manager  of  Cali¬ 
fornia  Eastern,  is  a  graduate  of  the  Boeing  School  of 
Aeronautics  and  an  original  associate  of  Condor  Air  Lines, 
which  operated  locally  in  California.  Mr.  Borntraeger 
later  became  associated  with  both  Pan  American  Airways 
and  United  Air  Lines,  where  he  flew  as  captain  in 

22795  regular  schedules  on  the  western  division.  In  ad¬ 
dition  to  10  years  active  work  in  aviation  operation, 

he  is  the  holder  of  an  international  distance  record. 

Mr.  G.  L.  Anderson,  chief  Pilot  of  the  applicant  has  over 
14,000  hours  to  his  credit,  of  which  6,800  were  night  flying 
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and  1,200  instrument  flying.  He  has  over  2,000  hours  of 
four-engine  solo  experience.  Mr.  Anderson  was  a  pilot 
with  United  Air  Lines  from  1929  to  1946,  at  which  time  he 
joined  California  Eastern.  While  with  United,  most  of  his 
flying  was  between  San  Francisco  and  Salt  Lake  City. 
However,  during  the  United  Air  Lines’  ATC  contract 
operation  during  the  war,  lie  flew  to  various  points  in  the 
Pacific,  including  Australia,  Guam,  Saipan,  Manila,  and 
Tokyo. 

The  aforementioned  officers  of  the  company  are  also 
members  of  the  board  of  directors.  Mr.  Alvin  P.  Adams 
completes  that  board.  Mr.  Adams  has  been  active  in  many 
air  transport  and  manufacturing  fields  since  1927.  To  1929 
he  was  aviation  editor  of  the  Wall  Street  Journal.  From 
1929  to  1932  he  was  vice  president  of  Aeronautical  Indus¬ 
tries,  Inc.,  and  in  this  same  period  and  until  December 
1934,  served  as  vice  president  of  National  Aviation  Corpo¬ 
ration.  These  two  companies  had  extensive  holdings  in 
air  transport  and  allied  manufacturing  companies.  He 
served  as  a  director  of  the  predecessor  of  Western  Air 
Lines  from  1931  to  1940  and  as  president  from  1934  to 
1940.  From  1942  to  September  1945  he  was  vice  president 
and  director  of  Fairchild  Engine  and  Airplane  Corp.  Mr. 
Adams  was  president  of  Seaboard  Airways  between  1940 
and  1942.  His  company,  Alvin  P.  Adams  and  As- 
22796  sociates  was  subsequently  organized  and  is  serving 
as  special  consultant  to  California  Eastern  and 
other  clients. 

All  officers  and  directors  of  the  applicant  are  citizens  of 
the  United  States.  On  the  basis  of  an  examination  of  the 
stock  register  as  of  August  15,  1946,  the  company’s  as¬ 
sistant  secretary  states  that  to  the  best  of  his  knowledge 
and  belief  in  excess  of  90  percent  of  the  stock  issued  and 
outstanding  as  of  that  date  is  owned  and  controlled  by  per¬ 
sons  who  are  citizens  of  the  United  States. 
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Operations  of  California  Eastern  as  a  contract  air 
freight  carrier  began  with  one  surplus  C-54A  aircraft  in 
May  1946.  The  second  and  third  similar  planes  were  put  in 
operation  in  June  and  July  respectively  of  that  year.  One 
additional  C-54A  was  being  converted  at  the  time  of  the 
hearing  and  was  to  join  the  fleet  upon  completion.  A  C-47 
plane  "was  acquired  in  June  1946  and  was  put  in  coast-wise 
service  linking  California,  Oregon,  and  Washington  points. 
The  latter  service  was  discontinued  about  October  1946  and 
the  aircraft  sold.  Operations  headquarters  and  maintenance 
are  centered  at  Oakland  where  hangar  and  shop  space  is 
leased.  Offices  at  Oakland,  San  Francisco,  Chicago,  and 
New  York  are  also  under  lease.  Approximately  five  trips 
weekly  have  been  run  since  the  fleet  reached  three  planes 
between  NewT  York  and  San  Francisco  via  Chicago,  St. 
Louis,  and  Denver,  with  occasional  stops  at  Omaha.  Other 
points  on  this  general  route  have  been  served  as  required. 
As  of  December  12,  1946,  total  employes  were  104,  approxi¬ 
mately  34  per  aircraft. 

22797  Ton  miles  carried  by  California  Eastern  were 
100,787  in  May  and  643,035  in  October,  with  an  ag¬ 
gregate  figure  for  May  through  October  1946  of  2,036,548. 
Load  factors  have  varied  between  a  low  of  30.71  percent 
for  July,  the  first  month  of  three-plane  operation,  and  62 
percent,  the  latter  figure  being  for  operations  in  November. 
Plane  utilization  for  November  was  about  8  hours  per  day. 
Initial  rates  were  set  at  14.5  cents  a  ton-mile,  were  dropped 
to  11  cents  in  July  to  meet  competition  and  went  up  to  12.2 
cents  on  October  1,  1946.  A  balance  sheet  as  of  November 
30,  1946,  showed  developmental  expenses  of  $23,692.47  and 
a  loss  to  date  of  $158,606.52. 

The  application  as  originally  filed  by  Mercury  Transport 
Corporation  proposed  a  property  service  connecting  22 
major  terminal  and  49  coterminal  points  on  an  east-west 
transcontinental  route.  At  the  hearing  the  application  was 
amended  to  exclude  the  service  proposed  to  Florida  points 
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and  the  applicant  stated  that  it  would  not  press  its  appli¬ 
cation  for  points  in  the  New  Orleans  area.  A  number  of 
other  points  were  eliminated  from  the  proposal  and  termi¬ 
nology  was  changed  from  “major  terminal’'  and  “cotermi¬ 
nal”  points  to  “major”  points,  “seasonal”  points  and  “de¬ 
mand”  points.  The  application  prosecuted  names  18  major 
points,  9  seasonal  points,  and  11  demand  points.21  Author¬ 
ization  is  sought  to  link  these  points  by  any 
22798  practicable  routing.  The  major  points  would  re¬ 
ceive  a  regularly  scheduled  service.  Seasonal  points 
would  be  served  similarly  during  the  producing  periods. 


21 

The  points  requested  for  certification  are  grouped 

as  follows: 

Group  Major  points 

Seasonal  points 

Demand  points 

1. 

Seattle,  Wash. 

Portland,  Oreg. 

Yakima,  Wash. 

— 

•» 

San  Francisco,  Calif.- 
Oakland,  Calif. 

Sacramento,  Calif. 
Stockton,  Calif. 

Salinas,  Calif. 

3. 

Ix>s  Angeles,  Calif. 

Brawley,  Calif. 

El  Centro,  Calif. 
Imperial,  Calif. 

San  Diego 

4. 

5. 

Denver,  Colo. 
Minneapolis-St.  Paul, 

Minn. 

— 

— 

6. 

Kansas  City,  Mo. 

— 

— 

7. 

Dallas- Ft.  Worth,  Tex. 

Brownsville,  Tex. 

Houston,  Tex. 

8. 

Chicago,  111.- 

— 

Peoria,  Ill. 

Milwaukee,  Wis. 

South  Bend,  Ind. 
Indianapolis,  Ind. 

9. 

New  Orleans,  La. 

Lake  Charles,  La. 

10. 

Detroit,  Mich. 

Cincinnati,  Ohio 
Toledo,  Ohio 
Akron,  Ohio 
Pittsburgh,  Pa- 
Buffalo,  N.  Y. 
Louisville,  Ky. 

11. 

Boston,  Mass. 

New  York,  N.  Y. 
Newark,  N.  J. 
Philadelphia,  Pa. 

289 


Examiners 7  Report  Docket  810 

Demand  points  would  receive  service  on  the  regularly  sched¬ 
uled  flights  on  a  flag-stop  basis  whenever  a  minimum  load 
was  available  for  shipment.  The  tentative  minimum  pound¬ 
age  was  stated  as  1,000  pounds,  subject  to  modification  or 
variation  according  to  the  amount  of  deviation  required 
from  the  regular  route  to  pick  it  up.  While  a  specific  route 
mileage  can  not  be  stated  due  to  the  proposed  flexibility  as 
to  points  served  and  as  to  routings  between  points,  a  route 
mileage  figure  based  upon  a  “natural  route  pattern”  de¬ 
veloped  from  traffic  flow  data  indicates  approximately 
12,000  miles. 

California  Eastern  conceives  that  the  needs  of  shippers 
can  be  met  economically  and  efficiently  only  by  integration 
of  a  flexible  common  carrier  service  such  as  they  propose 
plus  contract  operations.  This  applicant  would, 
22799  if  certificated,  extend  such  operations  to  additional 
points  on  a  contract  basis  as  demand  required. 
Thus,  while  it  does  not  refer  to  its  application  as  an  area 
type  proposal,  it  would  by  the  combination  of  common 
carrier  and  contract  operations  offer  a  very  similar  ser¬ 
vice.  Emphasis  is  placed  on  the  need  for  flexibility  of 
operations  to  shift  flight  frequencies  in  favor  of  different 
points  to  meet  volumn  requirements.  Such  shifts*  might 
occur  from  -week  to  week  especially  between  the  west  coast 
points  during  producing  seasons.  The  flexibility  sought 
would  also  permit  a  choice  of  routings  between  points  to 
minimize  effects  of  adverse  weather. 

California  Eastern  anticipates  the  growth  of  forwarding 
and  consolidating  companies  and  joint  air  freight  termi¬ 
nals  and  would  utilize  such  service  and  facilities. 

No  tentative  schedules  were  submitted  by  California 
Eastern.  Generally  it  proposes  overnight  service  where- 
ever  practical  and  would  publish  schedules  for  its  certifi¬ 
cated  operations,  though  not  in  the  strict  “passenger 
schedule”  sense.  Freight  schedules  would  show  the  time 
shipments  would  have  to  be  at  point  of  departure  in  order 
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to  arrive  at  the  destination  by  a  stated  hour.  Actually,  such 
stated  times  would  allow  considerable  margin  for  serving 
demand  points.  Estimates  of  operating  expenses  and  reve¬ 
nues  were  based  upon  a  possible  operating  pattern  22  'with 
five  round  trips  weekly  over  all  segments  except 
22S00  Los  Angeles-Dallas,  Dallas-New  Orleans,  and  New 
Orleans-New  York  which  showed  2%  round  trips 

weekly. 

The  aircraft  proposed  for  certificated  operations  is  the 
DC-4-1037,  a  commercial  version  of  the  C-54,  having  an  im¬ 
proved  payload.  Six  such  planes  would  be  acquired  in  the 
first  year  of  certificated  operations  at  a  cost  of  $349,940 
each,  and  two  additional  in  the  second  year.  Engines, 
propellers,  aircraft  radio,  miscellaneous  flight  equipment, 
and  necessary  spares  of  each  item  are  included  in  equip¬ 
ment  estimates.  An  amount  of  $52,500  is  allowed  for 
seven  ground  radio  stations,  though  the  executive  assistant 
to  the  president  testified  that  on  the  basis  of  past  experi¬ 
ence  he  l>elieves  that  private  radio  communication  will  not 
be  necessary  for  air  freight  operations.  Other  equipment 
items  include  hangar,  shop  and  ramp  facilities,  motorized 
vehicles,  furniture,  fixtures  and  office  equipment,  buildings 
on  land  not  owned,  and  leasehold  improvements,  reflect¬ 
ing  a  total  estimated  cost  of  property  and  equipment  of 
$3,808,681  for  the  first  year  and  $4,964,253  for  the  second. 
To  these  figures  $25,000  is  allowed  for  supplies  and  equip¬ 
ment  and  $969,149  and  $1,223,632  for  operating  capital 
for  the  first  and  second  years  respectively.  Total  capital 
requirements  are  accordingly  estimated  for  the  first  year 
at  $4,802,830  and  for  the  second  year  at  $6,212,885. 

22  The  possible  operating  pattern  showed  a  west  coast  operation  con¬ 
necting  Seattle,  Portland,  San  Francisco,  and  Los  Angeles,  from  transconti¬ 
nental  operations  having  points  (1)  Seattle,  Minneapolis,  New  York,  (2) 
San  Francisco,  Denver,  Chicago,  Detroit,  New  York,  (3)  Los  Angeles,  Kansas 
City,  or  St.  Louis,  New  York,  and  (4)  Los  Angeles,  Dallas,  New  Orleans, 
New  York,  and  a  north-south  operation  in  the  Mississippi  valley  connecting 
Minneapolis,  Chicago,  and  New  Orleans. 
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The  authorized  stock  of  California  Eastern  is  one  million 
shares  of  common  stock  having  a  par  value  of  $1  each.  As 
of  October  31,  1946,  stock  issued  and  paid  for  equalled 
300,000  shares.  Andre  de  St.  Phalle  &  Company  of  New 
York  had  agreed  at  the  time  of  the  hearing  to  un- 

22801  dertake  the  private  sale  of  an  additional  495,000 
shares  of  the  presently  authorized  stock  for  interim 

financing.  Public  financing  in  the  event  of  certification  will 
be  undertaken  by  the  same  investment  firm. 

Revenue  estimates  are  based  upon  the  previously  out¬ 
lined  possible  operating  pattern  which  indicates  plane 
utilization  of  about  10  hours  per  day.  Maximum  payload  of 
the  DC-4-1037  is  taken  as  11.5  tons  and  5  percent  of  the 
total  miles  is  assumed  to  be  nonrevenue  operation.  A 
basic  rate  of  12  cents  a  ton  mile  was  used  for  figuring 
revenue.  Actually  this  applicant  proposes  a  graduated  rate 
scale  by  weight  classification  with  the  12-cent  rate  for 
plane  load  shipments.  The  exact  rate  progression  was  not 
given  since  it  was  contended  that  more  experience  was 
needed  to  determine  appropriate  cost  increments  for  the 
handling  of  smaller  shipments.  It  was  tentatively  stated 
that  a  top  rate  of  16  cents  a  ton-mile  on  shipments  aggre¬ 
gating  1,000  pounds  or  less  appeared  reasonable. 

With  six  planes  in  the  first  year  of  certificated  opera¬ 
tions  revenue  miles  flown  will  amount  to  4,467,600.  At  an 
assumed  load  factor  of  65  percent  total  revenue  is 
$4,007,437.  Eight  aircraft  operating  in  the  second  year 
yield  5,956,800  revenue  miles.  An  estimated  increase  in 
load  factor  to  70  percent  will  yield  $5,754,269  in  revenue 
for  that  year. 

Estimates  of  expenses  have  been  based  principally  on 
the  past  experience  in  contract  operations.  Depreciation 
bases  are:  aircraft,  engines  and  propellers,  5  years  with 
25  percent  residual  value;  aircraft  radio  3  years  with  10 
percent  residual;  miscellaneous  flight  equipment  2 

22802  years;  station  communication  equipment  and  motor 
vehicles  5  years;  hangar  shop  and  ramp  equip- 
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ment  and  office  furniture,  fixtures  and  equipment,  10  years; 
buildings  on  land  not  owned  and  leasehold  improvements 
20  years. 

Total  personnel  proposed  in  the  first  year  equal  294,  of 
which  77  percent  are  for  operations  and  maintenance,  23 
percent  for  traffic,  sales,  and  administrative.  The  number 
per  plane  is  49.  The  second  year  estimate  reduces  the  per 
plane  number  to  43,  or  a  total  of  343  with  approximately 
the  same  ratio  between  operations  and  maintenance  per¬ 
sonnel  and  others.  No  personnel  are  showm  as  stationed 
at  a  seasonal  or  demand  point,  but  salesmen  stationed  at 
major  points  would  cover  such  nearby  points. 

A  summary  of  anticipated  revenues  and  expenses  is  as 
follows : 


1948 

Cents  per 

1949 

Cents  per 

Item 

Amount 

rev.  mile 

Amount 

rev.  mile 

Revenues  . 

$4,007,437 

— 

$5,754,269 

— 

Expenses : 

Flying  operations  . 

$1,579,900 

35.364 

$2,106,300 

35.360 

Flight  equipment  main- 

tenance — direct  . 

586,025 

13.117 

753,985 

12.658 

Flight  equipment  —  de- 

preciation . 

548,411 

12.275 

727,614 

12.215 

Ground  operations . 

437,563 

9.794 

496,525 

8.335 

Ground  equipment  main- 

tenance — direct . 

29,430 

.659 

30,290 

.508 

Equipment  maintenance 

— indirect  . 

126,390 

2.829 

129,020 

2.166 

Traffic  and  sales . 

208,945 

4.677 

231,715 

3,890 

Advertising  and  pub- 

licity . 

50,000 

1.119 

75,000 

1.259 

General  and  adminis- 

trative . 

271,390 

6.075 

305,315 

5.125  j 

,  Ground  equipment  de-  j 

preciation  . 

38,535 

.863 

38,760 

.651 

Total. . 

Net  operating  income . 

$3,876,591 

$130,846 

86.772 

$4,894,524 

$859,745 

82.167 
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22803  Total  expenses  on  a  per  ten-inile  basis  are  ap¬ 
proximately  11.6  and  10.2  cents  for  the  first  and 

second  years  respectively. 

The  general  economic  importance  of  the  points  covered 
in  the  original  application  was  indicated  by  data  from  the 
Consumer  Market  Data  Handbook  of  1939.  Anticipating 
that  freight  would  be  drawn  from  an  area  extending  50 
miles  from  each  point  proposed  California  Eastern  would 
then  serve  approximately  47  percent  of  total  United  States 
population  representing  about  58  percent  of  total  retail 
sales,  74  percent  of  wholesale  sales,  and  67  percent  of  the 
value  of  manufactured  products.  No  specific  modification 
of  this  data  to  reflect  the  reduction  in  number  of  points 
proposed  from  70  to  36  was  presented.  A  rough  check  of 
the  basic  data  indicates  that  a  reduction  of  the  index  per¬ 
centages  by  five  points  would  generally  allow  for  that 
change. 

Preliminary  to  an  estimate  of  total  air  freight  potential 
California  Eastern  presented  an  analysis  of  the  growth  of 
various  new  forms  of  transportation  service.  Intercity  bus 
service  in  1923  represented  9.49  percent  of  railway  passen¬ 
ger  miles,  which  percentage  grew  to  about  60  for  the  years 
just  prior  to  World  War  II.  The  growth  of  auto  intercity 
traffic  from  1920  to  1941  from  7  to  248  billion  passenger 
miles,  a  period  in  which  railway  traffic  declined  only  15 
billion  passenger  miles,  is  cited  as  an  example  of  genera¬ 
tion  of  traffic  in  greater  proportion  than  penetration.  Bus 
intercity  travel  grew  by  11  billion  passenger  miles  in  this 
same  period.  The  business  of  truck  lines  grew  in  size  from 
2.35  percent  of  railway  freight  ton-miles  in  1929  to  over  6 
percent  in  the  years  preceding  this  country’s  entry  into 
the  last  war. 

22804  Taking  historical  figures  for  surface  freight 
traffic  of  all  kinds  projected  to  a  1950  estimate, 

and  applying  a  judgment  factor  based  primarily  on  rate 
comparisons,  this  applicant  arrives  at  a  maximum  do- 
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mestic  potential  volume  of  air  cargo  for  1950  of  5.6  bil¬ 
lion  ton  miles.  A  summary  of  that  derivation  is  as  follows : 


Air  cargo 
potential  top-miles 


Estimated 

Approximate 

ton-miles 

Air  cargo 

Ground 

Air 

Type  of 

air-ton-mile 

in  1950 

potential 

miles 

miles 

carriage 

rate  in  cents 

(Billions) 

(percent) 

(Billions) 

(Billions) 

Railway  freight  . 

...  1.1 

510.0001 

0.5 

2.550 

2.180 

LCL  freight  . 

...  4.9 

6.151 

10.0 

.615 

.525 

Truck  . 

...  5.2 

42.500= 

5.0 

2.125 

1.816 

Ry.  exp. — 1st  class  14.7 

1.153= 

50.0 

.576 

.492 

“  “  — other... 

...  11.0 

1.182= 

25.0 

.295 

.252 

4th  class  mail ..... 

...  19.0 

.862= 

50.0 

.431 

.368 

561.847 

1.17 

6.592 

5.633 

1  Historical  traffic 

for  the  period 

1890-1945  was  from  ICC— 

-Statistics 

of  Railways 

in  the  United  States, 

The  Economic  Almanac  of 

1945-1946,  and 

was  extended  to  1950 

on  the  basis  of  National  Disposal  Income  as  estimated  in  U.  S.  Department  of  Com¬ 
merce  “Survey  of  Current  Business,”  January,  1946. 

2  Historical  traffic  for  1929  to  1945  came  from  U.  S.  Department  of  Commerce 
Transportation  Indexes,  ICC  Statement  No.  Q-800,  and  The  Economic  Almanac  1945- 
1946.  Extension  to  a  1950  estimate  was  on  the  same  basis  as  for  railway  freight. 

3  Historical  traffic  for  1910  to  1943  was  taken  from  ICC  Statistics  of  Express  Com¬ 
panies  (1910-1920)  and  Statistical  Abstract  of  the  U.  S. — (1921-1943)  and  was  ex¬ 
tended  to  a  1950  estimate  similarly  to  the  freight  and  truck  traffic. 

1 4  Historical  movement  for  1929  to  1945  came  from  Post  Office  Cost  Ascertainment 
Reports,  1931-1942  and  the  1950  extension  based  upon  Post  Office  estimates. 


A  visual  check  upon  the  reasonableness  of  that  esti¬ 
mate  was  furnished  in  a  plot  comparing  freight  volumes 
and  rates  for  various  forms  of  transportation  which  is 
reproduced  on  the  following  page.  Variation  from  the 
trend  line  are  accounted  for  by  differences  in  speed, 
service,  or  development  effort. 

22805  The  estimate  of  maximum  air  freight  potential 
is  not  relied  upon  by  California  Eastern  to  dem¬ 
onstrate  the  traffic  need  for  its  proposed  service.  A 
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separate  estimate  of  potential,  labelled  “Minimum  poten¬ 
tial,”  was  determined  from  specific  studies  of  many  items 
and  related  to  movement  between  the  points  it  proposes 
to  serve.  It  is  referred  to  as  a  minimum  potential  because 
it  relies  upon  estimates  of  specific  traffic  worked  out  with 
selected  major  shippers  or  sellers  by  Alvin  P.  Adams 
and  Associates.  The  total  reached  of  177-million  ton-miles 
was  expanded  from  118,685,000  to  the  177-million  figure 
to  show  a  total  diversion  of  the  first-class  railway  express. 

It  is  not  possible  to  satisfactorily  condense  the  exten¬ 
sive  data  making  up  this  study.  For  the  present,  a  few 
examples  of  the  analysis  made  and  a  listing  of  the  items 
covered  will  serve  an  illustrative  purpose. 

California  perishables,  fruits  and  vegetables,  generally 
fall  into  two  groupings,  those  for  which  air  transporta¬ 
tion  makes  possible  elimination  of  waste  portions  before 
shipment  and  those  which  do  not  lend  themselves  to  such 
treatment.  An  example  of  the  former  is  asparagus  which 
by  rail  express  needs  the  protection  of  a  considerable 
nonedible  part  of  the  stem  and  a  bed  of  damp  peat  moss. 
Moving  by  air  the  waste  stem  elimination  saves  54  per¬ 
cent  of  the  weight  shipped,  permits  use  of  less  peat  moss 
and  use  of  a  lighter  container.  Grapes,  on  the  other  hand, 
fall  into  the  latter  group  permitting  savings  of  shipping 
weights  only  through  use  of  lighter  containers  by  air. 


AVAILABLE 

il  bound  volume 
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22807  The  analysis  for  asparagus,  California  to  New 
York,  is  as  follows: 

By  Rail 

Average  number  of  crates  per  carload . , .  640 

Billed  weight  37  lbs.  per  crate .  23,680  lbs. 

Weight  of  empty  crates  5  lbs.  each....  3,200  lbs. 

New  weight  of  asparagus .  20,480  lbs. 

Transportation  charge  per  100  lbs. 

billed  wt .  $3.75 

Transportation  charge  for  236.8  wt.  $888.00 

Charge  for  standard  refrigeration....  $83.16 

Total  charge  per  carload .  $971.16 

Charge  per  net  lb.  of  asparagus .  4.74^ 

By  C.  E.  A.  Aircargo 

Average  number  of  crates  per  carload  equivalent  640 

Billed  weight  per  crate .  16.7  lbs. 

Net  weight  of  empty  crate  reduced 

from  5  lbs.  to .  2  lbs. 

Billed  weight  per  carload  equivalent  10,700  lbs. 

Weight  of  empty  crates .  1,280  lbs. 

Net  weight  of  asparagus .  9,420  lbs. 

Ton  miles — 2,600  miles  x  billed  tons..  13,910 
Air  transportation  charge  12^  per 

ton  mile  .  $1,669.20 

Trucking  at  both  ends  of  route  40^ 

per  cwt .  $42.80 

Total  charge  for  carload  equivalent  $1,712.00 

Charge  per  net  lb.  of  asparagus .  8.35^ 

Total  costs  attributable  to  transportation  and  compara¬ 
tive  retail  price  are  then  derived: 

Asparagus 

Railway 

Item  express  Air  cargo 

Retail  price  per  pound  untrimmed 

(cents)  .  40.5  — 

Equivalent  retail  price  per  pound 
trimmed  (cents)  .  88  — 
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Asparagus 

Railway 

Item  express  Air  cargo 

Net  weight  of  produce  transported 

(pounds)  .  20,480  9,420 

Allowance  for  average  spoilage  (per¬ 
cent)  .  17  2 

Net  weight  of  marketable  produce 

(pounds)  .  16,998  9,232 

Waste  elimination  by  trimming  (per¬ 
cent)  .  54  — 

Net  weight  reduced  for  equivalent 
to  trimmed  merchandise  shipped 

(pounds)  .  7,819  9,232 

Wholesale  value  per  pound  of  spoiled 

produce  (cents)  .  27  58.7 

Wholesale  value  of  spoiled  pro¬ 
duce  .  $940  $110 

22808 

Charge  for  transportation .  971  1,712 


Total  cost  attributable  to  transpor¬ 
tation  .  $1,911  $1,822 

Transportation  cost  per  net  equiva¬ 
lent  trimmed  pound  (cents) .  24.4  19.7 

Required  equivalent  retail  price  per 

pound  trimmed  (cents) .  88  83.3 

Saving  (or  premium)  for  airborne 
produce  (cents)  .  5.3 


In  1941  asparagus  moving  from  California  to  Chicago, 
New  York,  and  Boston  provided  1,099,000  air  ton-miles  of 
traffic.  On  the  basis  of  the  foregoing  analysis  it  was 
estimated  that  air  freight  could  penetrate  that  rail  express 
volume  to  the  extent  of  492,000  ton-miles  and  generate 
an  additional  1,271,000  ton-miles  of  new  traffic  in  aspar¬ 
agus. 
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A  similar  detailed  analysis  for  California  grapes  showed 
a  required  retail  price  per  pound  of  marketable  produce 
of  34.5  cents  by  Railway  Express  and  42.4  cents  by  air 
freight,  a  premium  of  22.9  percent  for  the  airborne 
produce.  A  summary  of  average  weekly  prices  for  Cali¬ 
fornia  Thompson  grapes  on  New  York  City  auction  from 
June  24  to  November  8,  1946,  showed  that  buyers  paid 
premium  prices  for  rail  express  shipments  over  rail  freight 
of  from  5  to  81  percent  for  a  straight  mathematical  average 
for  the  weeks  concerned  (not  weighted  by  volume)  of 
approximately  33  percent.  Air  ton-miles  of  California 
grapes  moving  to  New  York,  Chicago,  and  Boston  by 
rail  express  in  1941  amounted  to  4,381.  From  the  foregoing 
a  penetration  of  that  traffic  of  3,731  ton-miles  and  genera¬ 
tion  of  new  traffic  to  the  extent  of  5,621  ton-miles  was 
estimated. 

22809  An  analysis  of  the  comparative  costs  of  shipping 
dresses  New  York  to  Los  Angeles  was  prepared 
by  Sears  Roebuck  for  Alvin  P.  Adams  and  Associates 


as  follows: 

Cost 

Railway  express 

Charge  for  1,000  lbs.  $13.50/cwt .  $135.00 

Labor  in  packing  and  unpacking  $2.00/cwt.  20.00 

Cost  of  cartons — 50  21^  each .  10.50 

Express  charge  for  WT.  of  cartons — 150  bis. 

$13.50/cwt .  20.25 

Cost  of  tape,  tissue,  string,  etc.  2^  carton .  1.00 


Total  ($18.68/cwt.)  .  $186.75 

California  Eastern  Airways  Air  Cargo 

Charge  for  1,000  lbs.  $14.71/cwt .  $147.10 

Labor  in  packing  and  unpacking — 1 %  hrs. 

75%^/hr .  .95 

Air  cargo  charge  for  racks — 75  lbs.  $14.71/ 
cwt .  11.03 
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Air  Cargo  charge  for  1,250  hangars — 78  lbs. 


$14.71/cwt .  11.47 

Pick-up  and  delivery — 1,153  lbs.  75^/cwt .  8.65 

Total  ($17.92/cwt.)  .  $179.20 


Typical  Economy — $.76/cwt.  by  Air  Cargo  or 
4.1%  of  cost  of  shipment  of  dresses  by 
railway  express. 

On  the  basis  of  stated  estimates  by  the  shipper  an 
annual  ton-mileage  of  733,000  for  such  ready-to-wear 
merchandise  is  given  for  New  York-Chicago  and  New 
York-Califomia. 

Other  items  similarly  analyzed  and  included  in  the 
minimum  potential  estimate  are  a  number  of  other  fresh 
fruits  and  vegetables,  mail  order  fashion  and  non-fashion 
merchandise,  style  and  department  store  merchandise, 
drugs  and  pharmaceuticals,23  household  effects,  shoe  in¬ 
dustry,  mushrooms,  race  horses,  sea  foods,  and  news 
magazines  and  newspapers. 

22810  As  previously  indicated  the  total  specific  estimate 
resulting  from  analyses  of  potential  for  the  above 
items  moving  between  certain  points  was  118,685,000  ton- 
miles.  Movement  of  such  items  by  first-class  railway 
express,  were  it  not  for  the  air  freight  service  now 
proposed,  would  be  $48,363,000  ton-miles.  A  potential  for 
1950  for  first-class  railway  express  between  66  pairs  of 
points  which  California  Eastern  proposes  to  serve  assum¬ 
ing  no  diversion  to  air  freight  is  estimated  at  the  equiva¬ 
lent  of  107,642,000  air  ton-miles.  Since  California  Eastern 
expects  to  divert  all  first-class  railway  express  traffic  the 
balance  of  such  traffic  not  covered  by  the  specific  studies 
was  added  to  give  a  total  of  177,964,000  ton-miles  as 
a  minimum  potential  over  its  routes. 


23  Basic  data  for  this  field  was  taken  from  the  Wayne  University  Studies 
in  Air  Transport,  No.  3,  “Air  Cargo  Potential  in  Drugs  and  Pharmaceuticals.” 
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Emphasizing  the  minimum  nature  of  this  estimate,  Mr. 
Adams  pointed  out  a  number  of  substantial  shipments  in 
fields  not  covered  by  the  study  between  the  time  it  was 
prepared  and  the  hearing.  He  testified  that  the  figure 
included  in  the  estimate  with  respect  to  garments  was 
below  the  quantities  actually  being  carried  at  the  time 
of  the  hearing.  The  revenue  ton-miles  estimated  on  the 
basis  of  operations  proposed  for  the  first  year  of  certificated 
operation  are  approximately  21  percent  of  the  indicated 
minimum  potential. 

California  Eastern  maintains  generally  that  in  the 
field  of  surface  transportation  the  railroads  have  for 
the  most  part  combined  passenger  and  freight  operations 
in  the  same  companies.  Conversely,  in  the  motor  transport 
field  passenger  service  and  freight  service  are 
22811  rarely  offered  by  the  same  company.  Further,  the 
split  in  the  motor  field  came  about  through  com¬ 
petitive  forces  prior  to  the  passage  of  the  Motor  Carrier 
Act  of  1935.24  It  is  the  position  of  California  Eastern 
that  the  large  investments  and  expenses  occasioned  by 
right-of-way  on  the  railroads  had  an  important  influence 
on  the  decision  to  combine  such  services.  Comparisons 
of  relative  investments  in  road  and  ground  equipment 
are  as  follows:25 

Percent  of  total  investment 

Airlines  in 

Railroads  Non-revenue  operating  prop.  ground 


Year  in  road  Bus  Truck  equipment 

1938 .  72.9*  —  —  — 

1942  .  62.2  —  —  17.9 

1943  .  61.4  30.1  26.1  15.6 

1944  .  60.3  —  —  12.5 

1945  .  —  —  —  17.3 


24  Approved  August  9,  1935,  49  Stat.  543,  49  U.  S.  C.  301. 

25  Railroad  data  taken  from  “ICC-Statistics  of  Railway  in  the  U.  S.n 
Motor  Carrier  data  is  from  “Statistics  of  Class  I  Motor  Carriers — 1943, 
Statement  No.  4511,”  and  Airline  data  from  CAB  Monthly  Report  Form  2780. 
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That  same  investment  expressed  as  a  percent  of  annual 
operating  revenue  gives : 


Year  Railroads  Bus  Truck  Airlines 

1938 .  391*  —  —  — 

1942  .  181  —  —  10.6 

1943  .  152  5.3  4.4  10.3 

1944  .  148  —  —  8.9 

1945  .  —  —  —  11.4 


*  Current  liabilities  exceeded  current  assets. 

22812  For  the  railroads,  California  Eastern  contends 
the  high  ratio  of  investment  in  road  to  total  in¬ 
vestment  demanded  the  combination  of  passenger  and 
freight  business  from  an  investment  standpoint;  the  low 
ratio  applying  for  bus  and  truck  operations  made  practical 
the  segregation  of  these  services.  They  suggest  that  the 
data  for  the  airlines  compares  with  that  for  the  motor 
carriers  and  that  accordingly,  from  an  investment  stand¬ 
point,  the  segregation  of  air  traffic  between  passenger  and 
freight  carriers  would  be  sound. 

While  the  tabulated  ratios  for  the  rail,  motor  carrier, 
and  air  transportation  industries  appear  statistically  cor¬ 
rect,  certain  differences  between  the  accounting  systems 
employed  place  some  items  for  motor  and  air  carriers 
under  operating  expenses  which  should  properly  be  added 
to  nonrevenue  operating  property  or  ground  equipment 
to  afford  a  closer  comparison  to  the  railroads’  investment 
in  road.  Motor  carrier  payments  for  license  fees,  gasoline 
taxes,  and  highway  tolls  (ferries,  tunnels,  and  bridges) 
would  be  items  of  that  nature.  Airport  landing  fees  and 
perhaps  gasoline  taxes  would  be  items  of  that  character 
for  the  air  carriers.  Adjustment  of  accounts  to  reflect 
such  items  would  obviously  increase  the  motor  and  air 
ratios  to  some  extent.  No  figures  are  available  to  make 
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such  an  adjustment.  The  use  of  data  for  the  war  years 
would  also  appear  to  favor  a  low  ratio  of  ground  equip¬ 
ment  investment  to  operating  revenue  for  the  airlines. 
Load  factors  and  revenue  were  abnormally  high  and 
equipment  investment  in  terms  of  total  assets  was 
22813  substantially  reduced  from  the  normal  prewar 
level.  Considering  these  items  and  lacking  data 
for  a  more  normal  period  and  to  adjust  for  the  accounting 
differences  mentioned  the  ratios  presented  can  only  be 
taken  subject  to  indefinite  qualification. 

But  even  accepting  the  general  similarity  from  an  in¬ 
vestment  standpoint,  as  urged  by  California  Eastern, 
between  the  motor  and  air  transport  industries  as  con¬ 
trasted  to  the  railroads,  the  significance  of  such  an  ob¬ 
servation  lends  little  weight  in  resolving  the  question  of 
whether  the  public  convenience  and  necessity  require  the 
service  here  proposed.  These  ratios  of  investment  to 
revenue  may  well  have  their  effect  upon  the  method  of 
financing  required  to  raise  new  capital.  But  success  in 
raising  new  capital,  by  whatever  means  employed  and 
apart  from  general  market  conditions,  hinges  principally 
upon  the  prospects  for  profit  from  the  venture.  And  in 
a  competitive  field  the  determining  factors  are  a  demand 
for  the  product  or  service  concerned  and  ability  to  compete 
at  the  existing  cost  levels.  Stated  in  other  words,  the 
factors  are  the  public  need  for  the  service  proposed,  and 
the  comparative  ability  of  the  applicant  to  render  that 
service.  These  are  roughly  the  standards  of  public  con¬ 
venience  and  necessity.  Thus  it  appears  that  the  joinder 
or  separation  of  passenger  and  freight  services  in  the 
various  forms  of  transportation  is  determined  basically 
by  the  issues  inherent  in  a  determination  of  public  con¬ 
venience  and  necessity.  The  relative  investment  in  road 
or  other  equipment  is  but  a  part  of  comparative  cost 
considerations  that  would  arise  in  such  a  determination. 
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Such  considerations  will  be  subsequently  analyzed  in  some 
detail  with  reference  to  the  air  services  under  considera¬ 
tion. 

22814  The  alleged  lack  of  interest  of  the  certificated 
carriers  in  the  carriage  of  “property”  is  illustrated 

by  this  applicant  by  statistics  on  file  with  the  Board, 
showing  that  that  classification  accounted  for  only  3.08 
percent  of  total  revenue  in  1938,  a  high  of  6.89  percent 
in  1942,  and  has  since  dropped  off  to  4.82  percent  for 
1945.  The  highest  percentage  reached  by  an  individual 
certificated  carrier  was  9.33  for  United  in  1942.  That 
data,  of  course,  relates  primarily  to  express  and  excess 
baggage  since  data  for  July  1945,  the  first  month  for 
which  the  Board  required  separate  reporting  of  freight 
and  express,  indicated  that  0.35  percent  of  total  revenue 
for  all  certificated  domestic  carriers  came  from  freight. 
By  March  1946,  the  revenue  from  freight  for  those  carriers 
amounted  to  1.5  percent  of  total  revenue. 

California  Eastern  argues  that  the  proposed  plans  of 
the  certificated  carriers  for  fleet  expansion  indicated  that 
those  carriers  will  be  too  busy  in  the  next  few  years 
expanding  their  passenger  service  to  devote  any  adequate 
part  of  the  time  of  management  to  promotion  of  air 
freight  service.  Seat  miles  offered  by  the  industry  grew 
from  944,732  in  1938  to  3,949,235  in  1945.  Presently  owned 
equipment  and  new  equipment  on  order  as  of  the  time 
of  the  hearing  would  indicate  an  expansion  to  39,799,449 
seat  miles  for  1948.  Elimination  of  all  DC-3s,  Lodestar, 
DC-4s  and  Stratoliners  would  still  leave  a  194S  figure 
of  25,925,669  seat  miles. 

22815  For  the  railroads,  California  Eastern  contends 
the  high  ratio  of  investment  in  road  to  total  in¬ 
vestment  demanded  the  combination  of  passenger  and 
freight  business  from  an  investment  standpoint;  the  low 
ratio  applying  for  bus  and  truck  operations  made  practical 
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the  segregation  of  these  services.  They  suggest  that  the 
data  for  the  airlines  compares  with  that  for  the  motor 
carriers  and  that  accordingly,  from  an  investment  stand¬ 
point,  the  segregation  of  air  traffic  between  passenger 
and  freight  carriers  would  be  sound. 

While  the  tabulated  ratios  for  the  rail,  motor  carrier, 
and  air  transportation  industries  appear  statistically 
correct,  certain  differences  between  the  accounting  systems 
employed  place  some  items  for  motor  and  air  carriers 
under  operating  expenses  which  should  properly  be  added 
to  non-revenue  operating  property  or  ground  equipment  to 
afford  a  closer  comparison  to  the  railroads’  investment  in 
road.  Motor  carrier  payments  for  license  fees,  gasoline 
taxes,  and  highway  tolls  (ferries,  tunnels,  and  bridges), 
w’ould  be  items  of  that  nature.  Airport  landing  fees  and 
perhaps  gasoline  taxes  would  be  items  of  that  character 
for  the  air  carriers.  Adjustment  of  accounts  to  reflect 
such  items  would  obviously  increase  the  motor  and  air 
ratios  to  some  extent.  No  figures  are  available  to  make 
such  an  adjustment.  The  use  of  data  for  the  war  years 
would  also  appear  to  favor  a  low  ratio  of  ground  equip¬ 
ment  investment  to  operating  revenue  for  the  airlines. 
Load  factors  and  revenue  were  abnormally  high  and 
equipment  investment  in  terms  of  total  assets  was  sub¬ 
stantially  reduced  from  the  normal  prewar  level.  Con¬ 
sidering  these  items  and  lacking  data  for  a  more 
22816  normal  period  and  to  adjust  for  the  accounting 
differences  mentioned  the  ratios  presented  can  only 
be  taken  subject  to  indefinite  qualification. 

Anticipating  the  certificated  carriers  showing  of  an 
impressive  capacity  for  cargo  in  combination  equipment 
available  and  to  be  acquired  an  analysis  was  made  to 
determine  what  use  was  made  of  such  space  in  recent 
years.  Data  from  form  2780  reports  indicated  utilization 
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of  revenue  space  available  for  express  and  freight  as 
follows  :2<s 

Domestic 


carriers  “Big  Four”  American  Eastern  T.  W.  A.  United 
Month  (percent)  (percent)  (percent)  (percent)  (percent)  (percent) 

July  1945  .  N.A.  23.59  22.83  21.38  26.44  N.A. 

August  .  N.A.  18.97*  19.82  19.50  17.44  N.A. 

September  .  N.A.  15.37  16.55  16.89  11.66  16.64 

October  .  14.17  17.61  18.75  19.70  16.47  16.27 

November  .  12.09  13.94  12.77  19.19  12.85  13.77 

December  .  14.13  16.14  15.53  16.75  17.64  15.50 

January  1946  .  12.58  14.82  15.56  16.58  15.30  13.00 

February  .  12.43  14.62  14.15  17.99  13.44  14.80 

March  .  12.41  15.01  15.27  19.04  13.35  14.71 

April  .  —  —  12.99  —  16.49  13.76 


N.  A. — Data  not  available. 

*  Does  not  include  United  since  carrier  did  not  report  certain  data. 

From  such  a  showing  California  Eastern  asserts  that 
this  relatively  minor  utilization  of  such  space  probably 
results  from  the  difficulty  of  providing  service  ideally 
suited  to  freight  traffic  when  combined  with  passenger 
service. 

22817  Lone  Star  Air  Cargo  Lines  (Lone  Star)  was 
originally  organized  as  a  partnership  in  January 
1946.  In  May  4,  1946,  the  company  was  incorporated 
under  the  laws  of  the  State  of  Texas. 

The  applicant  seeks  authority  to  carry  property  between 
Texas  and  New  York  City  via  various  intermediate  points 
on  northern  and  southern  routes.  The  routes  and  points 
proposed  for  service  are  shown  in  the  map  on  page 
and  described  fully  in  the  appendix. 

L.  Walter  Boggs,  one  of  the  original  partners,  is  presi¬ 
dent  and  a  director  of  the  corporation.  Mr.  Boggs  began 

26  From  total  revenue  ton -mi leu  available  there  was  subtracted  the  ton- 
mile's,  passengers,  mail,  and  baggage  to  give  “revenue  space  available  for 
express  and  freight”.  Ton  miles,  express  and  freight  carried  was  computed 
in  percent  of  the  space  available  for  such  traffic. 
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flying  activities  as  instructor  for  a  flight  school  operated 
by  him  at  Colorado  Springs,  Colo.  In  1941  he  entered 
the  Navy.  In  4%  years  of  service  he  received  instrument 
and  transport  training,  served  as  commanding  officer  in 
Aircraft  Commissioning  Unit  at  Dallas  and  spent  16 
months  in  the  South  Pacific  as  first  pilot  on  DC-4’s  with 
a  hospital  evacuation  unit.  Upon  discharge  he  held  the 
rank  of  lieutenant  commander,  and  immediately  thereafter 
set  about  the  organization  of  Lone  Star. 

Executive  vice  president  and  treasurer  of  the  organiza¬ 
tion,  and  a  director,  is  Arlie  J.  Ullrich,  Jr.,  also  one 
of  the  original  partners.  Mr.  Ullrich  entered  the  Army 
in  1942  in  chemical  warfare  service  as  a  second  lieutenant. 
He  later  transferred  to  the  Air  Corps  and  as  a  staff 
officer  on  the  Base  Commander  Staff  planned  the  defense 
and  security  of  all  material  and  munitions  for  the  base. 
He  advanced  to  the  rank  of  major  before  his  discharge 
from  service. 

Anthony  F.  Spann,  the  third  of  the  original  active 
partners  was  named  vice  president — maintenance,  and  a 
director  upon  incorporation  of  the  company.  From  1937 
to  1942  he  owned  and  operated  a  flying  school  in  Colorado 
Springs,  Colo.,  which  he  disposed  of  when  he 
22S18  entered  the  Army  Air  Forces.  He  served  with 
Consolidated  Aircraft  Corp.,  as  a  test  pilot  for 
7  months,  and  while  in  service  flew-  with  The  Ferry 
Command,  as  instrument  check  pilot  for  Third  Air  Force 
pilots  and  as  personal  pilot  to  the  commanding  general, 
Third  Air  Force. 

Wyman  Ellis,  Jr.,  is  vice  president — operations,  and  a 
director  of  Lone  Star.  In  1934  he  acquired  a  part  interest 
in  Monrovia  Airport,  Monrovia,  Calif.,  and  operated  a 
flying  school  and  repair  station  there  for  four  years. 
In  1938  he  became  an  aeronautical  inspector  with  the 
Civil  Aeronautics  Authority,  resigning  in  1941  to  become 
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assistant  general  manager  of  an  Army  Contract  School 
owned  by  Embry  Riddle  Company.  Later  in  1941  he 
was  called  to  active  duty  in  the  Navy  and  in  4%  years 
of  service  acted  as  ferry  pilot,  officer  in  charge  of  air¬ 
craft  delivery  unit  and  plane  commander  in  the  Naval 
Air  Transport  Service,  Pacific  Theatre.  Mr.  Ellis  became 
associated  with  Lone  Star  in  July  1946. 

Chandler  Lloyd  is  secretary  of  the  company  and  the 
fifth  director.  He  served  in  Naval  Intelligence  from  1942 
to  January  1946  as  a  lieutenant,  U.  S.  N.  R.  Mr.  Lloyd 
is  a  member  of  the  board  of  directors  of  Pratt  Paint  and 
Varnish  Company  of  Dallas,  and  a  partner  in  the  law 
firm  of  Biggers,  Baker  and  Lloyd  of  that  city.  He  served 
as  attorney  for  the  original  partnership  venture  of  Lone 
Star  and  since  incorporation  has  been  general  counsel. 

All  of  the  officers  and  directors  of  the  applicant  company 
are  citizens  of  the  United  States.  Stock  held  by  others 
is  in  the  hands  of  five  additional  persons  all  of  whom 
are  also  citizens  of  the  United  States. 

As  of  the  hearing  six  converted  C-47’s  were  licensed 
and  in  operation  and  a  seventh  was  in  the  process  of 
conversion.  Lone  Star  asserts  that  it  has  attempted  to 
make  every  flight  pay  its  own  way.  For  operations  from 
February  through  September  5,  1946,  a  net  profit  of 
$3,922  was  shown. 
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22820  Hours  flown  per  month  showed  a  steady  increase 
during  this  time  from  about  38  for  February  to 
540  for  August.  Aircraft  utilization  for  September  was 
5.9  hours  per  plane  per  day.  For  operations  through 
September  30,  1946,  there  were  shown  96,2S3  revenue 
miles  in  freight-only  operations,  and  269,518  in  combina¬ 
tion  freight  and  passenger  flights.  In  that  period  2,390 
revenue  passengers  were  carried  and  263,531  pounds  of 
freight.  Contract  rates  for  past  operations  ranged  from 
13  to  24  cents  a  ton-mile.  These  figures  include  traffic 
carried  in  a  plane  that  was  leased  by  Lone  Star  to  Sky¬ 
way  International  for  a  90-day  period,  i.e.,  May  16  to 
August  16,  1946. 

The  proposed  operation  would  make  available  a  con¬ 
ventional  service  with  at  least  one  schedule  arranged  to 
give  service  to  each  point  each  day  without  any  minimum 
traffic  requirement.  As  traffic  required,  additional  flights 
would  be  added  as  extra  sections  of  the  scheduled  flights 
and  stopping  only  at  such  points  as  had  additional  traffic. 
DC-3  flight  time  of  approximately  11  hours  between  New 
York  and  Dallas  would  permit  overnight  service  between 
all  points  served. 

Projected  operations  call  for  a  fleet  of  5  aircraft  for 
the  first  six  months  of  certificated  operations,  10  for 
the  second  six  months,  an  average  of  19  during  the  second 
year,  and  28  during  the  third  year.  Personnel  require¬ 
ments  for  all  except  flight  crews  were  estimated  at  229 
at  6  months,  444  at  the  end  of  the  first  year,  an  average 
of  618  during  the  second  year,  and  733  during  the  third 
year.  Full  time  personnel  would  be  employed  at  each 
point  served. 

Capital  requirements  estimated  for  initiating  certificated 
operations  total  356  thousand  dollars,  995  thousand  more 
for  the  expansion  in  the  second  6  months,  697  thousand 
during  the  second  year,  and  744  thousand  during  the 
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third  year,  or  a  3-vear  total  of  $2,792,000.  Financing 
22S21  plans  call  for  use  of  equipment  trusts  through 
RFC  or  other  lending  institutions  to  the  extent 
possible  and  a  public  stock  offering  to  raise  such  addi¬ 
tional  funds  as  would  be  required.  A  letter  from  the 
Dallas  Investment  firm  of  Rauscher  Pierce  and  Co.  was 
submitted  in  evidence  indicating  an  interest  by  that  firm 
in  arranging  for  suitable  public  financing  for  Lone  Star 
upon  certification. 

Estimates  of  potential  over  Lone  Star’s  proposed  routes 
were  made  and  presented  by  Dr.  Arthur  A.  Smith,  chair¬ 
man  of  the  Department  of  Economics  of  Southern  Methodist 
University.  From  1942  to  1946  Dr.  Smith  was  regional 
director,  U.  S.  Bureau  of  Labor  Statistics  for  Region 
12,  which  includes  the  States  of  Texas,  Oklahoma,  Missouri, 
and  Arkansas. 

Analysis  of  the  air  freight  potential  over  the  routes 
was  approached  first  on  the  basis  of  general  economic 
importance  of  the  trade  areas  to  be  served  and  their 
community  of  interest.  Such  conventional  type  statistics 
indicated  that  in  the  trade  areas  to  be  served  there 
resides  39  percent  of  the  Nation’s  population  doing  36 
percent  of  its  manufacturing,  49  percent  of  its  wholesale 
business  and  accounting  for  36  percent  of  the  retail 
sales.  In  the  year  1945,  revenue  rail  freight  tonnage 
accredited  to  the  points  proposed  was  419,235,000  tons 
originated  and  479,831,000  tons  terminated,  30  percent 
and  37  percent,  respectively,  of  the  Nation’s  total.  Com¬ 
munity'  of  interest  generally  between  the  northeast  and 
southwest  areas  was  indicated  in  the  flow  of  raw’  materials 
to  the  northeast  and  of  manufactured  products  to  the 
southwest  as  evidenced  by  the  following  table  and  other 
data: 
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Daily  carload  freight  movements,  May  1939 


:rom  the  Southwest 

Daily 

To  the  Southwest 

Daily 

o: 

carloads 

from: 

carloads 

)fficial  (Northeast)  Ter- 

Official  (Northeast)  Ter- 

ritorv  . 

2,917 

ritorv  . 

755 

defined  petroleum  and 

Manufactures,  misc . 

284 

products  . 

1,382 

Iron  and  steel... 

128 

Jrude  petroleum  . 

581 

Autos,  trucks,  and  parts 

55 

jumber,  cooperage,  ply- 

Machinery  and  boilers . 

36 

wood,  etc . 

133 

Beverages  . 

35 

re  and  concentrates . 

122 

Refined  petroleum  prod- 

[anufactures,  misc . 

115 

ucts  . 

28 

crap  iron  and  steel . 

70 

Agricultural  implements.. 

19 

roducts  of  mines . 

62 

Canned  foods  . 

16 

resh  vegetables . 

58 

Furniture  . 

15 

ivestoek  and  poultry . 

45 

Sewer-pipe  and  drain-tile 

14 

uilding  materials  . 

35 

All  other  . 

125 

11  other  . 

314 

mrce:  Exhibit  No.  194,  I.  C.  C.  Docket  No.  28,300,  Claw  Kate  Investigation. 

On  the  basis  of  data  such  as  the  foregoing,  and  also 
several  additional  specialized  studies  relating  to  agri¬ 
cultural  perishables,  drugs,  and  pharmaceuticals  and 
women’s  wear,  Dr.  Smith  expressed  as  his  judgment 
that  the  routes  offered  adequate  air  freight  potential  to 
support  the  operation  proposed.  But  recognizing  the  in¬ 
adequacy  of  such  data  for  a  specific  estimate  of  potential, 
Dr.  Smith  conducted  a  study,  in  part  by  personal  inter¬ 
view  and  finally  by  written  questionnaire,  to  obtain  a 
more  specific  estimate.  The  questionnaire  did  not  request 
data  from  point  to  point,  but  only  for  movement  over 
the  proposed  routes.  A  representative  sample  of  firms 
was  contacted  and  the  usable  returns  then  tabulated  and 
expanded  to  represent  the  total  of  such  industries  along 
the  route.  The  final  estimate  of  potential  derived  from 
that  studv  is  as  follows: 


ULABLE 

nd  volume 
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22823  Traffic  potential  in  Lone  Star  territory  as  estimated 

from  returns  on  mail  questionnaire 
and  personal  survey 
(In  tons  per  day) 


At  20* 

At  15* 

At  12Vj* 

At  10* 

At  8* 

per  ton 

per  ton 

per  ton 

per  ton 

per  ton 

Type  of  goods 

mile 

mile 

mile 

mile 

mile 

Apparel  . 

Automotive  and  machine 

112.2 

257.3 

643.5 

937.2 

2,349.9 

parts  . 

8.5 

14.7 

31.0 

69.3 

214.4 

Leather  goods  and  shoes.. 

3.6 

8.7 

19.8 

29.0 

87.7 

Precision  instruments  . 

4.0 

10.4 

14.3 

19.2 

61.6 

Printed  materials  . 

7.1 

9.6 

17.1 

25.8 

171.2 

Fruits  and  vegetables . 

76.0 

178.2 

430.0 

871.5 

1,439.0 

Seafoods  . 

3.8 

8.9 

15.4 

42.0 

241.8 

AH  other  . 

53.8 

107.1 

224.9 

574.4 

1,075.1 

Total  tons  per  day... . - 

269.0 

631.1 

1,396.0 

2,568.4 

5,640.7 

Annually  (300  business 

days)  . 

80,700 

189,330 

418,800 

770,520 

1,692,210 

Ton  miles  annually  on  basis 

of  500-mile  average  haul 

40,350,000 

94,665,000 

209,400,000 

385,260,000 

846,105,000 

Gross  annual  revenue . 

$8,070,000 

$14,199,750 

$26,175,000 

$38,526,000 

$67,688,400 

The  tentative  rate  structure  derived  by  Lone  Star  offers 
three  classes  of  service  at  graduated  rates.  First-class 
service  is  stated  as  comparable  to  air  express  and  would 
move  at  a  25-cent  per  ton-mile  rate.  The  second-class 
service  is  designed  to  accommodate  the  regular  bulk  shipper 
and  offers  a  17-cent  rate  for  shipments  of  500  pounds 
or  more  when  reservation  is  made  not  less  than  96  hours 
in  advance.  Third-class  service  carries  a  rate  of  12  cents 
and  is  assured  delivery  time  equal  to  or  better 
22824  than  via  surface  shipment.  It  would  be  displaced 
by  traffic  of  either  higher  class.  Second-class 
traffic  would  not  be  subject  to  displacement.  Estimates 
of  revenue  have  anticipated  a  predominant  flow  out  of 
the  northeast  in  the  first — and  second-class  and  out  of 
the  southwest  in  the  first — and  third-class.  Thus  average 
revenue  for  southwest  bound  traffic  in  the  first  6  months 
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is  estimated  at  20  cents  a  ton-mile  and  the  average  for 
loads  going  northeast  at  16.9  cents  a  ton-mile. 

Estimates  of  expenses  were  predicated  upon  the  ex¬ 
perience  of  the  applicant  and  that  of  the  air  transport 
industry.  Aircraft  depreciation  was  over  a  5-vear  period 
with  a  20-percent  residual  value.  For  engines  it  was  5 
years  with  a  15-percent  residual;  propellers  and  air¬ 
craft  radio,  4  years  w'ith  10-percent  residual;  spare  parts 
and  assemblies  and  motorized  equipment,  4  years  with 
no  residual,  and  furniture  and  fixtures  10  years.  A  sum 
mary  of  projected  revenues  and  expenses  for  the  first 
3  years  of  certificated  operations  is  as  follows : 


First  year 


Second  year  Third  year 


Revenue  .  $2,229,694  $5,619,364  $8,874,348 

Plxpenses .  2,482,448  5,600,935  8,444,453 

Profit  or  (loss) .  ($252,754)  $18,429  $429,895 


Mutual  Aviation ,  Inc.,  (Mutual)  is  a  New  York  cor¬ 
poration  engaged  in  fixed-base  operations  at  Tonawanda 
Airport  (N.  Y.)  of  'which  it  is  the  owner  and  also  to 
some  extent  in  charter  operations  transporting  passengers 
from  this  airport  to  Syracuse  or  Albany. 

22825  Joseph  L.  Homesberger,  president,  treasurer, 
and  director  of  Mutual,  was  a  tool  designer  for 
aircraft  component  parts  from  1931  through  1935.  There¬ 
after  he  spent  4  years  in  the  design  and  manufacture  of 
scientific  instruments.  In  1940  he  became  a  procurement 
inspector  with  the  Arinv  Air  Forces  Material  Command 
and  subsequently  rose  to  senior  administrative  procure¬ 
ment  inspector  at  Bell  Aircraft  Corp.,  with  154  govern¬ 
ment  aircraft  inspectors  and  clerical  workers  under  his 
supervision.  In  May  1945  he  resigned  to  go  with  Mutual 
as  vice  president  and  ascended  to  the  presidency  in  Novem¬ 
ber  of  the  same  year.  Although  Mr.  Homesberger  has 
had  no  previous  experience  in  the  air  transportation  field 
he  guides  the  policy  of  the  corporation. 
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Alice  J.  Talcott,  vice  president,  secretary,  and  direc¬ 
tor,  has  been  in  aviation  since  1933  and  has  received  a 
commercial  pilot’s  certificate  with  flight  instructor  ratings 
as  well  as  ground  instructor  ratings.  During  the  war  she 
served  with  the  Women’s  Air  Force  Service  Pilots  and 
the  Second  Ferrying  Group  of  the  Air  Transport  Com¬ 
mand  ferrying  single  and  multi-engined  aircraft.  Hav¬ 
ing  joined  Mutual  in  May  1945  as  a  director  and  acting 
secretary  and  treasurer,  she  became  a  vice  president  dur¬ 
ing  the  following  November. 

Arthur  E.  Lewin,  vice  president  traffic  and  sales,  and 
director,  was  formerly  general  manager  of  Steffen  Aero¬ 
nautical  Service  at  Lockport,  N.  Y.  In  that  capacity  he 
supervised  all  phases  of  aircraft  operations,  sales,  main¬ 
tenance,  inspection,  and  compliance  with  regulations.  In 
September  1941  he  entered  the  Navy,  serving  successively 
as  ferry  pilot,  squadron  maintenance  and  operation  offi¬ 
cer,  and  finally  group  executive 
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22827  officer  and  operations  liaison  officer  between  British 
and  American  units  in  North  Africa  with  the  rank 

of  lieutenant  senior  grade.  Mr.  Lewin  joined  Mutual  as 
vice  president  and  director  in  July  1946. 

James  Pellegrine,  vice  president  engineering,  and  direc¬ 
tor,  majored  in  aeronautical  and  electrical  engineering  at 
Cornell  University  and  upon  graduation  in  1940  served 
until  1945  as  supervisor  in  charge  of  final  installations  and 
operations  of  C-46  transports,  P-40  fighters,  and  SBC-2 
Navy  dive  bombers.  He  is  the  inventor  of  a  patented  test¬ 
ing  unit  for  the  electrical  system  of  transport  aircraft 
used  extensively  by  the  Army  Transport  Command  and  for 
wrhich  he  received  an  award  from  the  War  Production 
Board.  In  addition  he  holds  an  airman  certificate  "with  air¬ 
craft  mechanic  and  aircraft  engine  mechanic  ratings.  In 
March  1945  Mr.  Pellegrine  served  as  chief  mechanic  in 
charge  of  major  engine  and  aircraft  overhaul  for  China 
National  Aviation  Corp.,  in  China.  In  June  and  part  of 
July  1946  he  supervised  modification  of  C-54  aircraft  at 
Glenn  L.  Martin  Corporation,  joining  Mutual  during  the 
latter  month. 

Larraine  Goulding  was  named  vice  president  in  charge 
of  maintenance  and  operations  having  had  2  years’  ex¬ 
perience  in  cargo  operations  with  Northeast  Airlines. 

The  record  shows  that  in  excess  of  75  percent  of  the  out¬ 
standing  stock  is  held  by  United  States  citizens  and  that 
all  of  the  directors  and  managing  officers  are  citizens  of 
the  United  States. 

As  of  the  date  of  the  hearing,  the  applicant’s  fixed-base 
operations  consisted  of  a  flying  school  using  two  light 
training  planes  of  the  Cub  class.  Three  C-47  airplanes  had 
been  leased  for  90  days  on  an  hourly  flying  time  basis  and 
arrangements  made  for  the  purchase  of  two  C-46  surplus 
planes  to  replace  the  C-47’s  and  which  were  to  be 

22828  used  in  an  experimental  intrastate  freight  opera¬ 
tion.  These  planes  were  to  cost  $22,500  each  and 
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would  require  conversion  to  commercial  use  at  a  cost  of 
$19,000  each.  The  proposed  intrastate  operation  will  con¬ 
sist  of  three  round-trip  flights  daily  from  New  York  City 
to  Buffalo  in  direct  competition  with  American  Air  Lines. 
For  this  purpose  the  Curtiss  Hangar  at  the  Buffalo  air¬ 
port  was  taken  over  and  maintenance  and  shop  equipment 
installed.  As  of  the  date  of  the  hearing  10  employees  were 
listed  on  the  payroll  as  follows:  president,  administrative 
vice  president,  vice  president  of  operations  and  mainte¬ 
nance,  vice  president  of  traffic  and  sales,  vice  president  of 
engineering,  3  pilots  and  1  clerk-stenographer.  Each  of 
the  pilots  is  a  stockholder  of  the  corporation.  At  the  time 
of  the  hearing,  the  monthly  payroll  was  $1,520. 

Mutual  seeks  a  certificate  authorizing  scheduled  trans¬ 
portation  by  air  of  property  and  mail  (if  required)  over 
the  various  routings  set  out  in  the  appendix  and  shown 
in  the  map  on  p.  81a. 

The  total  route  mileage  involved  is  approximately  4,200. 
Mutual’s  proposal  in  this  case  is  predicated  upon  the  be¬ 
lief  that  it  can  operate  a  short-haul  business  on  the  above 
proposed  routes  profitably  at  a  75-percent  load  factor 
completing  95  percent  of  its  schedules  at  a  rate  of  15  cents 
per  ton-mile.  This  rate  is  deemed  sufficiently  low  to  enter 
into  direct  price  competition  with  truck  and  rail  express' 
service.  It  includes  pick-up  and  delivery. 

Mutual  proposes  to  operate  14  Martin  Model  202  planes, 
12  actually  on  the  routes,  1  spare,  and  1  in  overhaul.  Its 
principal  base  of  operations  is  planned  at  the  Municipal 
Airport,  Buffalo,  N.  Y.,  where  it  will  establish  a  complete 
aircraft  overhaul  shop,  executive  and  general  offices,  and 
an  air  freight  terminal  building,  which  will  be  of  Quonset 
type  construction.  A  similar  building  is  planned  for  each 
station  on  the  routes.  It  will  contain  an  office  for  the  sta¬ 
tion  manager,  freight  dispatcher,  clerical  person- 
22829  nel,  and  teletype  equipment.  One  end  of  the  build¬ 
ing  will  house  a  loading  ramp  for  trucks.  Process- 
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ing  is  expected  to  occur  substantially  as  follows:  Loading 
will  take  place  onto  a  portable  flat  belt  conveyor  which 
will  move  the  cargo  to  the  weighing  station.  Packages  then 
will  be  weighed,  marked  for  destination,  and  manifested. 
Teletype  transmittal  of  the  manifest  information  to  all 
stations  will  thereupon  be  made.  The  belt  conveyor  will 
move  the  packages  to  a  sorting  table  at  which  time  they 
will  be  loaded  into  light  canvas  skid-type  containers27 
which  are  marked  by  destination.  These  pallets  are  to  be 
moved  by  fork-lift  truck  to  the  assembly  area  for  incor¬ 
poration  in  the  load  for  the  next  outbound  flight.  At  this 
area  the  containers  are  loaded  into  four  trailers,  six  con¬ 
tainers  to  a  trailer.  Loading  into  the  plane  can  occur 
in  the  same  relative  position  as  the  containers  are  placed 
in  the  trailers.  A  fork-lift  truck  pulls  the  trailers  to  the 
planes,  is  disengaged  and  lifts  the  containers  into  the 
cargo  compartment.  The  pallets  are  moved  along  a  ply¬ 
wood  floor  by  means  of  light,  weight  skid  jacks.  Fastening 
occurs  by  use  of  the  hook  and  bar  type  of  tiedown.  Un¬ 
loading  and  delivery  will  involve  substantially  a  reversal 
of  the  loading  process. 

Although  the  use  of  the  containers  results  in  some  loss 
in  payload,  it  is  expected  that  savings  in  airplane  ground 
time,  cargo  handling  time,  and  labor  will  overbalance  this 
item.  For  large  packages  over  500  pounds,  hand  trucks 
and  a  separate  scale  will  be  utilized. 

The  proposed  flight  will  average  1%  to  2  hours  in  dura¬ 
tion.  However  the  routes  have  been  so  designed  that 
the  return  haul  will  not  pass  over  the  same  city 
22830  or  cities  as  were  encountered  on  the  way  out  which, 
it  is  contended  will  permit  full  utilization  of  the 
area  potential.  Schedules  are  so  planned  as  to  allow  for 

27  Shippers  will  be  provided  with  containers  and  when  delivered  fully 
loaded  will  receive  a  discount  inasmuch  as  this  feature  simplifies  and  shortens 
the  assembly. 
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a  minimum  of  two  round  trips  nightly  between  all  the  ap¬ 
plication  cities  except  New  York-Chicago  (via  Cleveland) 
and  Buffalo-Boston  which  will  have  three;  New  York- 
Chicago  (via  Buffalo  and  Detroit)  and  New  York-Cleveland 
with  four;  and  New  York-Buffalo  with  five  round  trips 
nightly. 

The  applicant  argues  that  there  exists  sufficient  freight 
potential  over  its  proposed  routes  to  support  more  than 
one  carrier.  Although  Mutual  asserts  that  there  was  only 
meager  evidence  available  at  the  time  of  the  hearing  con¬ 
cerning  air  freight  potential  along  particular  routes,  it 
considers  that  the  enormous  volume  of  freight  moving 
along  its  proposed  routes  by  truck  and  rail  express  both 
of  which  are  within  range  of  rate  competition  by  air 
freight  justifies  its  optimism.  Thus  in  1941,  44  billion  ton- 
miles  of  truck  freight,  2,250  million  ton-miles  of  rail  ex¬ 
press,  and  5,250,000  ton  miles  of  air  express  were  moved. 
The  average  haul  in  1941  by  truck  was  223  miles,  and  by 
rail,  487. 

The  fact  that  the  highway  mileage  over  the  proposed 
routes  is  14  percent  longer  than  by  air,  and  the  rail  cir¬ 
cuity  is  16  percent  over  air  brings  Mutual’s  proposed 
competitive  rate  of  15  cents  per  ton-mile  within  reach 
of  those  set  by  rail  and  trucking  concerns.28  From  the 
standpoint  of  economic  characteristics  the  cities  chosen  by 
Mutual  rank  among  the  largest  in  the  country.  In  totals, 
no  route  serves  less  than  2,500,000  and  one  route  serves 
roughly  13,500,000. 

22831  The  following  chart  demonstrates  the  respective 
rank  of  the  cities  on  Mutual’s  proposed  route  with 
respect  to  population,  postoffice  receipts,  retail  sales,  and 
individual  income  tax  returns: 


28  Bail  express  cost  9.2  cents  and  trucks  charged  5.5  cents  per  ton-mile. 
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Rank  of  city 

1940 

1939 

1940 

Postofficc 

Total 

Population 

receipts 

Total 

individual 

25-mile 

25-mile 

retail 

income  tax 

City 

radius 

radius 

sales 

returns 

New  York  . 

.  1 

l 

l 

1 

Boston  . 

.  5 

5 

5 

6 

Chicago  . 

.  2 

2 

2 

2 

Indianapolis  ... . 

.  26 

23 

24 

24 

Philadelphia  .... 

.  3 

3 

4 

3 

Buffalo  . 

.  15 

21 

16 

16 

Detroit . 

.  6 

8 

6 

5 

Cleveland . 

.  10 

13 

9 

10 

Pittsburgh . 

.  7 

12 

8 

8 

St.  Louis . 

.  8 

9 

11 

12 

Although  the  average  speed  of  passenger  trains  in  1941 
was  36  miles  per  hour  and  that  of  freight  trains  was  16.5 
miles  per  hour  it  is  not  expected  that  Mutual’s  proposed 
operations  will  show  much  advantage  in  speed  since  on  an 
average  haul  of  223  miles  both  truck  and  rail  carriers  can 
effect  overnight  delivery.  However,  Mutual  asserts  that 
other  advantages  accrue  to  air  carriage  which  will  serve 
to  attract  business  from  the  overland  carriers.  Thus 
through  the  development  of  a  country-wide  network  of  air 
freight  carriers,  perishables  which  otherwise  might  have 
had  to  have  been  iced  six  or  more  times  during  transit 
from  coast  to  coast  may  be  moved  with  considerably  less 
frequent  refrigeration  by  connecting  service.  Moreover 
they  may  move  expeditiously,  in  containers  after  having 
already  been  cleaned  at  the  growing  point.  Over-all  speed 
makes  for  less  rigid  packing  resulting  in  a  saving  of  weight 
and  consequently  shipping  expense.  In  addition,  spoilage 
is  reduced  by  shorter  time  in  transit  and  for  the 
22832  same  reason  many  perishables  can  be  ripened  more 
fully  before  being  picked.  The  incidence  of  death 
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in  transit  to  such  perishables  as  lobsters,  soft  shell  crabs, 
and  baby  chicks  will  be  materially  reduced  by  air  carriage. 
Similarly  newspapers,  periodicals,  and  style  garments  may 
receive  wider  and  more  current  distribution. 

As  a  basis  of  estimating  the  air  freight  potential  along 
the  proposed  routes  Mutual  shows  that  in  May  1939  Rail¬ 
way  Express  Agency  shipped  7,000  tons  of  rail  express 
between  the  cities  on  its  proposed  routes.  In  May  1946  a 
100-percent  increase  was  estimated. 

Further  demonstrating  the  air  freight  potential  along  the 
proposed  routes  the  applicant  shows  an  estimated  rail  ex¬ 
press  flow  of  goods  selected  as  possible  candidates  for  air 
transportation  of  approximately  8,799  tons  for  May  1946 
on  the  outward  trip  and  5,023  tons  for  the  return  haul. 
The  average  monthly  tons  of  freight  carried  each  way  by 
truck  was  approximately  556,200  tons20  while  the  carload 
shipments  of  products  which  may  go  by  air  were  approxi¬ 
mately  15,341,456  tons  on  the  outward  trip  and  35,933,672 
tons  on  the  return  haul.  Of  the  24  intercity  rail  express 
rates  per  ton-mile  based  on  air  miles  between  the  appli¬ 
cation  cities,  12  exceed  the  15-cent  per  ton-mile  rate  pro¬ 
posed  by  Mutual.  On  the  basis  of  the  foregoing,  Mutual 
concludes  that  the  air  cargo  potential  is  sufficiently  large  to 
justify  the  expectation  that  Mutual  can  operate  its  12 
planes  profitably  at  a  75-percent  load  at  least  for  15  cents 
per  ton-mile  over  the  proposed  routes.  Although  the  analy¬ 
sis  of  the  Federal  Coordinator  of  Transportation  shows 
that  the  average  truck  charge  is  5  cents  per  ton-mile,  when 
packing  costs  are  prorated  on  a  ton-mile  basis  the  total 
charge  reaches  11.1  cents.  Railroad  charges  for 
22833  products  which  are  considered  to  be  candidates 
for  air  carriage  were  6.9  cents  per  ton-mile  but  when 
local  drayage  and  packing  costs  were  added  the  total  aver¬ 
age  charge  became  15  cents. 


29  This  amount  represents  the  total  moved  by  Class  I  truck  carriers  only 
between  the  application  cities.  Mutual  claims  the  other  carriers  carried 
approximately  the  same  amount  of  freight. 
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Mutual  estimates  its  capital  requirements  to  begin  opera¬ 
tions  at  $6, 484,977  including  $4,806,627  for  flight  equip¬ 
ment  and  spares  and  parts.  Financing  of  the  purchase 
of  75  percent  of  the  flight  equipment  is  planned  with  equip¬ 
ment  trust  certificates  at  3-percent  interest  or  better,  leav¬ 
ing  a  balance  of  $2,011,377  in  flight  equipment  to  be  raised 
by  other  means ;  $1,500,000  is  contemplated  to  be  set  aside 
for  contingencies  while  $2,973,600,  or  one-half  of  the  first 
year’s  operating  expenses,  is  desired  as  working  capital. 

Alex  Brown  &  Sons,  investment  bankers  of  Baltimore, 
Md.,  indicated  a  readiness  to  finance  Mutual’s  proposal  upon 
certification  by  the  Board.30  Financing  is  expected  to  be 
accomplished  by  formation  of  a  group  of  underwriters  to 
sell  common  stock  upon  the  open  market.  No  definite  com¬ 
mitment  to  finance  was  made,  however,  in  the  event  the 
certificate  did  not  provide  for  mail  pay. 

Mutual  expects  to  derive  $6,975,901  in  revenue  from  ex¬ 
press  and  freight  operations  at  95  percent  completion, 
or  8,231,152  miles  annually.  At  a  100-percent  load  factor 
the  approximate  revenue  ton-miles  will  be  62,008,000  and 
at  a  75-percent  load  factor  the  figure  is  expected  to  reach 
46,506,009.  Each  airplane  is  expected  to  operate  an  average 
of  8  hours,  9  minutes  daily. 

Major  operating  expenses  include  $3,477,256  for  flying 
operations,  equipment  maintenance,  and  depreciation  and 
$1,783,473  for  ground  operations.  Total  operating  ex¬ 
penses  involve  $5,947,182  with  net  operating  income  esti¬ 
mated  at  $1,028,719.  Net  income  before  taxes  is 
22834  computed  at  $930,012  and  net  profit  after  taxes  is 
$520,806,  or  8.03  percent  on  net  invested  capital. 

The  applicant’s  statement  of  assets,  liabilities,  and  capi¬ 
tal  as  of  October  31,  1946,  reveals  $14,147  cash  in  bank, 
$50  cash  on  hand.  Planes  less  depreciation  valued  at  $2,297 

30  However  this  commitment  does  not  include  the  equipment  trust  cer¬ 
tificates  which  will  be  placed  with  banks. 
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were  pledged  against  notes  payable;  $926  represents  ac¬ 
counts  receivable.  Against  these  amount  were  $530  in 
notes  payable,  $6,792  accounts  payable,  $2,030  sewer  in¬ 
stallments  due  within  a  year,  and  $1,800  mortgage  install¬ 
ments  due  within  a  year.  Fixed  assets  at  cost  less  deprecia¬ 
tion  including  land,  buildings,  runways,  ramps,  machinery, 
and  office  equipment  were  assessed  at  $64,579.  Mutual’s 
long  term  obligations  including  mortgage  and  sanitary 
and  drainage  sewer  assessments  amounted  to  $47,101. 

Costs  involved  in  presenting  Mutual’s  passenger  appli¬ 
cation  in  the  Middle  Atlantic  Area  Case ,  supra31  were 
capitalized  as  deferred  expenses  in  an  amount  of  $33,810. 
Expenses  for  the  instant  application  amounting  to  $28,101 
were  similarly  handled.  It  was  stated  that  this  money 
was  withdrawn  from  Mutual’s  airport  enterprise  for  use 
in  connection  "with  these  cases.  A  recapitalization  occurred 
in  August  1946  in  which  each  Mutual  stockholder  received 
one  share  of  stock  for  each  dollar  expended  in  the  Middle 
Atlantic  Area  Case  which  otherwise  would  have  remained 
in  the  airport  business. 

Mutual’s  operating  income  for  the  month  of  October 
1946  consisted  solely  of  monthly  rental  derived  from  the 
leasing  of  the  Tonawanda  airport  to  a  private  operator 
at  the  rate  of  $7,500  per  year. 

22835  The  balance  sheet  also  shows  authorized  common 
stock  of  300,000  shares  at  $1  par  value  of  which 
109,018  shares  have  been  issued  and  paid  for.32  Deficit 
from  operations  as  of  October  31,  1946,  wTas  $19,173.  Con¬ 
tingent  liabilities  of  $6,950  representing  legal  and  profes¬ 
sional  services  connected  with  the  presentation  of  the  in¬ 
stant  application  and  research  and  development  relating 
to  the  prospective  freight  operation  are  also  listed  in  a 
footnote  to  the  balance  sheet. 

31  Mutual’s  application  in  that  proceeding  was  denied.  See  Middle 
Atlantic  Area  Case,  mimeographed  opinion,  decided  February  19,  1948. 

32  $4,083  was  also  received  by  the  corporation  for  stock  between  No¬ 
vember  1  and  18,  1946. 
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22S36  Pennsylvania-Central  Airlines  Corporation 
(PCA)  seeks  either  new  routes  or  amendments  of 
its  present  certificates  so  as  to  authorize  scheduled  air 
carriage  of  property  and  mail  over  four  separate  linear 
routes  contiguous  to  its  existing  system  and  extending  gen¬ 
erally  between  the  East  and  West  Coasts  and  north  and 
south  between  Boston,  Mass.,  and  Brownsville,  Tex.,  and 
■between  Detroit,  Mich.,  and  Miami,  Fla.  A  complete  de¬ 
scription  of  the  routes  proposed  will  be  found  in  the  ap¬ 
pendix.  Approval  of  this  application  would  result  in  the 
addition  to  PCA’s  present  system  mileage  of  approximate¬ 
ly  4,000  miles.  The  qualifications  of  the  applicant’s  wit¬ 
nesses,  Mr.  C.  Bedell  Monro  and  Mr.  Fred  Glass,  presi¬ 
dent  and  vice  president  in  charge  of  sales  and  traffic,  re¬ 
spectively,  are  well  known  to  the  Board  and  require  no 
extended  biographical  note  herein. 

PCA  predicates  its  argument  for  authority  to  conduct 
the  proposed  operations  primarily  on  the  theory  that  as 
the  only  certificated  carrier  involved  in  this  proceeding  it 
can  provide  the  additional  mail  and  freight  service  pro¬ 
posed  at  a  lower  unit  cost  than  the  noncertificated  appli¬ 
cants.  Moreover,  it  contends  that  the  new  routes  are  re¬ 
quired  in  order  to  strengthen  its  economic  position  in  the 
industry.  In  addition,  the  carrier  maintains  that  its  demon¬ 
strated  interest  and  ability  to  conduct  air  cargo  operations 
warrant  the  proposed  extension  of  its  system. 

In  detailing  the  history  of  its  operations  in  air  freight, 
the  applicant  asserts  that  it  has  conducted  extensive  re¬ 
search  with  respect  to  the  development  of  air  freight 
throughout  the  United  States  as  early  as  1939  and  1940. 
Immediately  after  the  conclusion  of  the  war  the  company 
decided  to  participate  actively  in  freight  operations,  and 
accordingly  employed  a  cargo  sales  manager,  assistant 
cargo  sales  manager,  a  cargo  analyst,  and 


best  cc 

from  tho  or 


331 


22837  Examiners'  Report  Docket  810 


f  AVAILABLE 

tal  bound  volumo 


332 


Examiners 7  Report  Docket  810 

22838  seven  cargo  representatives  for  its  field  sales  staff. 
A  program  was  approved  in  May  1946  by  the  com¬ 
pany’s  management,  and  air  freight  tariffs  effective  July 
15,  1946,  were  filed.  Fifteen  additional  cargo  personnel 
were  employed  in  June  1946.  As  of  the  time  of  the  hearing 
PCA’s  cargo  department  comprised  28  employees.  In  ad¬ 
dition,  60  other  employees  were  classified  as  cargo  expe¬ 
diters  and  supervising  agents.” 

In  July  1946  the  applicant  flew  3,989  ton-miles  of  cargo 
in  scheduled  operations  and  3,289  ton-miles  of  contract 
operations,  which  resulted  in  total  freight  revenues  of 
$1,649.  By  December  1946  the  applicant  had  abandoned 
contract  cargo  operations,  and  estimated  its  scheduled 
cargo  operations  at  186,117  ton-miles,  with  revenues  esti¬ 
mated  at  $49,321,  or  3.57  percent  of  its  total  revenues  for 
that  month.34  Rates  have  varied  bet-ween  14.5  and  26.5 
cents  per  ton-mile.  The  average  shipment  weighed  303 
pounds  and  average  revenue  per  shipment  has  been  $21. 
In  March  1947  the  figure  had  risen  to  218,653  ton-miles 
of  express  and  189,069  ton-miles  of  freight.  In  tons  of 
cargo  flown  for  the  same  period  PCA  ranked  third  and  was 
preceded  only  by  American  and  United. 

At  the  time  of  the  hearing  the  applicant  had  two  C-47 
aircraft  allocated  exclusively  for  cargo  operations;  3 
C-54’s  were  on  order,  and  delivery  of  2  of  these 

22839  was  scheduled  for  February  1947.  In  addition,  12 
DC-4’s  were  expected  to  be  retired  from  passenger 

operations  and  converted  to  cargo  during  1947. 

33  These  men  are  scattered  among  PCA  offices  at  Chicago,  Milwaukee, 
Detroit,  Cleveland,  New  York,  Pittsburgh,  Buffalo,  Baltimore,  Chattanooga, 
Knoxville,  and  Washington,  D.  C.  They  cover  other  PCA  stations  in  their 
area  and  devote  approximately  90  percent  of  their  time  exclusively  to  air 
freight. 

34  Among  the  products  carried  were  fresh  fruits,  vegetables,  seafood, 
live  animals,  uncrated  furniture,  heavy  industrial  machinery,  shoes,  automo¬ 
bile  parts,  rubber  goods,  piece  goods,  fiber  board,  flowers,  printed  matter, 
hardware,  millinery,  and  telephone  cords. 
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Future  plans  include  an  extensive  program  for  acquir¬ 
ing  ground  handling  equipment.35  Pick-up  and  delivery 
contracts  with  truck  operators  at  practically  all  points 
on  PCA’s  system  have  been  completed  so  that  the  commer¬ 
cial  area  adjacent  to  its  presently  served  cities  will  be  on 
a  door-to-door  delivery  basis.  Air  express  and  air  freight 
are  to  be  consolidated  into  one  cargo  category,  and  freight 
terminals  are  proposed  to  be  established  at  airports  or  at 
downtown  locations  either  alone  or  in  conjunction  with 
other  carriers  pooling  personnel  and  equipment.  A  system 
of  consolidation  of  shipments  for  certain  consignors  is 
being  considered,  together  with  interchange  of  equipment 
with  other  carriers.  Mr.  Glass  ascribed  PCA’s  failure  to 
make  faster  progress  in  the  development  of  air  freight  to 
delay  in  delivery  of  equipment. 

PCA  maintains  that  certification  of  the  proposed  cargo 
routes  is  necessary  to  alleviate  the  burden  of  an  economical¬ 
ly  weak  system.  The  carrier  asserts  that  it  operates  a 
short-haul  route  and  must  compete  with  such  long-haul 
carriers  as  American,  Northwest,  TWA,  Eastern,  and 
United  for  a  considerable  portion  of  its  traffic.  As  an 
example,  it  points  out  that  whereas  United,  TWA,  and 
American  have  nonstop  authorizations  between  New  York 
and  Chicago,  PCA’s  restriction  prohibiting  operations  be¬ 
tween  New  York  and  Pittsburgh  unless  the  plane  con¬ 
tinues  to  its  western  route  termini  via  Detroit 
22840  necessitates  stops  at  both  Pittsburgh  and  Detroit 
on  the  New  York-Chicago  run.  This  factor  is  cal¬ 
culated  as  lengthening  the  service  40  percent  because  of 
landing  time  and  longer  route  time.  The  carrier  further 
points  out  that  its  operations  between  Chicago  and  Cleve¬ 
land  between  Chicago  and  Pittsburgh  are  limited  due  to  the 
restriction  that  schedules  must  originate  or  terminate  in 

35  These  include  forklift  trucks,  tractors,  cargo  layers,  hand  carts,  seat 
covers,  furniture  pads,  new  packaging  for  perishables,  ground  storage 
facilities,  new  cargo  plane  tie-down  equipment,  revised  and  reinforced  cargo 
bins  for  cargo  planes,  and  pallets  for  preloading. 
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Washington  or  Norfolk.  Because  of  these  restrictions  PCA 
asserts  that  it  is  difficult  to  maintain  economic  load  factors. 

Another  difficulty  alleged  is  that  competition  from  TWA, 
United,  and  American  over  PCA’s  system  practically  elimi¬ 
nates  the  former  as  connecting  carriers  for  PCA  cargo 
operations  since  both  eastern  and  western  shippers  obvi¬ 
ously  prefer  the  single-carrier  service  to  connecting  ser¬ 
vice  which  involves  an  unloading  and  reloading  process 
with  additional  time,  labor,  and  risk  of  damage.  In  addition 
to  the  restrictive  features  set  forth  above,  the  applicant 
argues  that  the  short-haul  bad  weather  character  of  its 
system  results  in  lower  revenues  than  those  experienced 
by  the  long-haul  carriers. 

As  a  demonstration  of  the  stagnant  character  of  its 
system  PCA  argues  that  in  1938  it  carried  16.9  pound-miles 
of  mail  and  express  per  passenger-mile  as  against  19.8 
in  1945,  whereas  during  the  same  period  American  in¬ 
creased  from  31.0  to  49.2,  Eastern  from  30.1  to  35.3,  TWA 
from  44.4  to  S2.9,  and  United  from  58.3  to  90.6.30 

When  bad  weather  generated  by  the  Great  Lakes  and  the 
Allegheny  Mountains  envelops  route  No.  14,  which  ac¬ 
counts  for  the  bulk  of  PCA’s  business,  operations 
22841  virtually  come  to  a  standstill.  Thus  during  1942- 
1945,  inclusive,  PCA  had  an  average  monthly  per¬ 
formance  factor  of  92.11  percent  as  compared  with  an 
average  of  94.86  percent  for  the  so-called  Big  Four,  whose 
far-flung  route  segments  are  seldom,  if  ever,  simultaneous¬ 
ly  affected  by  weather. 

It  is  maintained  that  these  factors,  together  with  the 
circuitous  route  pattern  engendered  by  the  certificate  re¬ 
strictions  set  forth  above,  resulted  in  lower  average  reve¬ 
nues  per  plane-mile  than  those  of  the  Big  Four.  In  1945 
PCA  received  85.52  cents  per  plane-mile,  whereas  Ameri¬ 
can,  TWA,  Eastern,  and  United  averaged  99.67  cents  per 
plane-mile.  At  the  January  1947  passenger  rates,  PCA 

36  70  percent  of  PCA’s  total  business  for  the  month  of  June  1945 
stemmed  from  these  routes. 
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asserts  that  it  would  have  sustained  an  operative  loss  of 
4.17  cents  per  plane-mile  in  1945  as  compared  with  a  profit 
of  18.75  cents  for  the  other  carriers. 

The  applicant  also  urges  that,  due  to  the  fact  that  it 
maintains  ground  stations  in  many  eastern  cities  and  pos¬ 
sesses  an  established  air  cargo  organization,  it  can  per¬ 
form  the  proposed  service  at  the  lowest  possible  unit  cost. 
Thus,  its  proposed  freight  rates  are  based  upon  the  “added 
cost”  of  operating  the  service  rather  than  an  allocation 
of  the  cost  of  the  service.  For  example,  the  carrier  esti¬ 
mates  that  only  $275,000  need  be  added  to  the  present 
overlay  of  general  and  administrative  expenses  in  order 
to  operate  the  proposed  routes  and  produce  an  additional 
$15,000,000  of  revenue.  The  carrier’s  optimism  is  some¬ 
what  tempered  by  the  fact  that  it  possesses  no  installation 
west  of  Chicago,  and  therefore  an  extensive  system  of  sales 
representative  offices  properly  equipped  and  staffed,  to¬ 
gether  with  freight  handling  facilities  and  crews,  will  have 
to  be  acquired  in  order  to  operate  either  route  A  or  B.  In 
this  respect  PCA  stands  on  no  better  footing  than  the  non- 
certificated  carriers  and,  in  fact,  is  worse  off  than 
22842  those  who  have  already  established  California  in¬ 
stallations. 

As  a  corollary  to  PCA’s  position  that  it  would  have  an 
economic  advantage  over  any  other  applicant  in  serving  a 
point  on  its  present  routes,  this  carrier  recognized  that 
it  would  for  similar  reasons  be  at  an  economic  disadvan¬ 
tage  in  competing  with  United  over  the  proposed  route 
A,  American  over  route  B,  and  Eastern  over  routes  C  and 
D,  insofar  as  service  to  a  point  not  on  PCA’s  present  sys¬ 
tem  was  involved. 

Through  the  diversification  of  its  services,  the  applicant 
maintains  it  can  use  its  freight  revenues  to  offset  passen¬ 
ger  losses.  However,  such  a  policy,  while  having  the  effect 
of  enhancing  the  financial  stability  of  the  applicant,  might 
well  serve  to  maintain  artificially  high  rates  detrimental 
to  intensive  development  of  the  air  freight  potential. 
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The  applicant  estimates  the  long-haul  air  freight  and 
air  mail  potential  along  its  proposed  routes  as  so  enormous 
as  to  eliminate  for  all  practical  purposes  the  problem  of 
revenue  diversion  from  existing  carriers.  Included  in  this 
potential  are  rail  express,  less-than-carload  rail,  and  all 
classes  of  mail  traveling  in  excess  of  400  miles.  LCL  rail 
express  carried  more  than  350  miles  in  1941  is  measured 
at  1,385,000,000  ton-miles.  No  specific  estimate  of  the  de¬ 
gree  of  air  penetration  into  this  field  at  the  applicant’s 
proposed  rates  was  made.  However,  in  the  year  1945  the 
industry  developed  only  21,700,000  ton-miles  of  air  ex¬ 
press. 

LCL  rail  freight  traveling  over  375  miles  in  1941  is  cal¬ 
culated  at  6,400,000,000  ton-miles.  PCA’s  proposed  rate 
of  approximately  14  cents  per  ton-mile  is  at  least  twice 
that  fixed  by  surface  carriers.  However,  even  a  10-percent 
penetration  of  this  field  would  many  times  exceed  the 
13S,000,000  ton-mile  break-even  figure  required  for 
22S43  all  of  applicant’s  proposed  routes  at  a  rate  of  12 
cents  per  ton-mile. 

First  class  mail  transported  by  surface  carriers  more 
than  400  miles  in  1941  amounted  to  57,313,874  ton-miles, 
or  six  times  as  large  as  the  total  ton  mileage  actually 
transported  by  air  during  the  same  year.  Assuming  mail 
pay  to  be  established  at  32  cents  per  ton-mile,  the  carrier 
estimates  that  this  entire  potential  could  be  expedited  by 
air  at  a  cost  to  the  Post  Office  Department  of  0.935  cent 
per  pound  as  compared  to  the  present  mail  cost  of  84.63 
cents  per  pound.  Revenues  of  113.5  cents  per  pound, 
computed  at  a  3-cent  postage  rate,  are  forecast  by  the 
applicant.  If  all  classes  of  mail  moving  400  miles  or  more 
had  been  carried  by  air  in  1941,  the  total  so  carried  would 
have  approximated  930  million  ton-miles  as  compared 
with  10  million  ton-miles  actually  transported  by  air  in 
that  year.  Parcel  post  moving  400  miles  or  more  in  1940 
totaled  527,490,464  ton-miles. 
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Freight  forwarder  traffic,  consisting  of  LCL  shipments 
consolidated  into  carload  lots  which  were  hauled  an  aver¬ 
age  of  844  miles,  generated  in  the  neighborhood  of  3  billion 
ton-miles  in  1941.  More  than  2%  billion  ton-miles  of  inter¬ 
city  freight  moved  in  excess  of  400  miles  by  truck  in  1940. 
In  excess  of  18  billion  ton-miles  of  fresh  fruit  and  vege¬ 
tables  in  carlot  freight  shipments  were  carried  in  1941. 
More  than  half  of  these  emanated  from  California  and 
Florida. 

From  the  foregoing  estimates  PCA  maintains  that  the 
air  freight  potential  is  .so  enormous  that  even  an  insig¬ 
nificant  percentage  of  air  penetration  would  eclipse  the 
1945  airline  record  of  500  million  passenger  ton-miles. 
Consequently,  the  diversional  threat  to  existing  carriers 
operating  along  the  applicant’s  proposed  routes  would 
seem  negligible.  In  support  of  this  contention  the 
22844  applicant  cites  the  experience  of  United,  American, 
and  Eastern  in  competition  with  the  noncertificated 
air  freight  carriers.  Despite  this  new  competition,  PCA 
asserts  that  the  air  freight  developed  by  the  certificated 
carriers  has  consistently  increased  at  a  rapid  rate. 

Inconsistent  with  this  position  is  PCA’s  later  argument 
against  certification  of  any  new  carriers  in  the  air  freight 
field,  on  the  ground  that  the  financial  picture  for  a  newly 
certificated  carrier  is  bleak,  and  further  that  such  certifica¬ 
tion  would  lead  to  cut-throat  competition  between  the 
neophytes  and  the  existing  carriers.  Further  inconsistent 
is  Mr.  Monro’s  testimony  that  “w*e  definitely  think,  from 
our  study  of  this  situation,  that  the  public  interest  re¬ 
quires  additional  competition  on  existing  freight  routes.” 
On  the  over-all  picture  it  would  seem  that  if,  as  PCA  con¬ 
tends,  the  demonstrated  air  freight  potential  is  sufficient 
to  support  the  competition  to  other  certificated  airlines 
embodied  in  the  applicant’s  proposed  new  routes,  the  field 
would  also  be  broad  enough  to  sustain  the  competing  ser¬ 
vices  offered  by  noncertificated  carriers  in  the  public  in- 
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teres t  without  inflicting  serious  diversional  losses  upon 
the  existing  certificated  carriers. 

The  applicant  states  that  it  proposes  to  serve  a  substan¬ 
tial  number  of  intermediate  cities  along  the  designated 
routes  on  a  scheduled  basis,  whereas  it  contends  that  cer¬ 
tain  of  the  other  applicants  seeking  certification  on  an 
area  basis  intend  to  compete  for  only  the  “top  cream”  of 
the  freight  traffic.  However,  PCA’s  witnesses  admitted 
that  scheduled  service  should  be  flexible  and  would  take 
into  account  seasonal  variations  in  production.  Mr.  Glass 
testified  that  during  the  slack  season  the  applicant  might 
petition  the  Board  for  the  right  to  suspend  service 
22845  to  cities  affected  thereby.  This  is  substantially 
the  same  as  the  proposals  of  the  so-called  area 
applicants. 

The  problem  of  providing  service  to  relatively  low  traffic 
cities  when  planes  are  fully  loaded  at  principal  cities  is 
proposed  to  be  met  by  operating  extra  sections  nonstop, 
while  the  regular  flight  adheres  to  the  schedule.  Such  an 
operation  would  involve  a  considerable  amount  of  ferry 
mileage,  particularly  when  fully  loaded  flights  terminate 
at  intermediate  stops.  Moreover,  the  experience  of  the 
noncertificated  carriers  indicates  that  plane  load  orders 
are  frequent.  Consequently,  the  operation  of  a  scheduled 
air  freight  service  along  linear  routes  would  seem  to  in¬ 
volve  considerably  higher  cost  than  an  area  service.  The 
applicant’s  estimate  of  only  35  new  DC-4’s  for  all  of  its 
proposed  routes  would  seem  to  require  upward  revision.37 

The  following  chart  sets  forth  the  estimated  revenue 
mileage,  expenses,  and  capital  requirements  for  operation 
of  the  proposed  routes.  The  chart  presupposes  a  95- 

37  No  definite  plan*  for  financing  and  acquiring  the  new  aircraft  were 
pr«»sented  by  the  applicant.  Originally  35  Martin  202’s  were  ordered  to  im¬ 
prove  existing  passenger  service,  thereby  enabling  the  release  of  an  equivalent 
number  of  IXM’s  for  conversion  to  cargo  operations.  However,  this  number 
has  been  reduced  to  20  by  cancellation  of  part  of  the  Martin  order. 
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percent  operating  efficiency  factor,  a  60-percent  load  factor 


(7  tons),  and  the 

cost  of  DC-4  plan 

es,  Model 

1037,  at 

$450,000  each. 

Total 

Net  revenue 

Revenue 

Revenue 

expenses  per 

per  ton-mile 

Route  plane-miles 

ton-miles 

plane  mile 

to  break  even 

A  .  5,796,288 

40,574,016 

$  .702 

$.100 

B  .  7,901,190 

55,308,330 

.743 

.106 

C  .  3,404,417 

23,S30,919 

.894 

.128 

D  .  2,630,954 

18,416,678 

1.009 

.144 

Total .  19,732,849 

138,129,943 

.788 

.113 

average 

average 

Based  on  the  foregoing,  PCA  assumes  that  it  could  offer 
rates  averaging  12  cents  a  ton-mile  and  break  even  on  the 
operation. 

22846  Operating  expenses  and  capital  expenditures  re¬ 
quired  for  yearly  operation  of  the  respective  routes 


are  estimated 

as  follows: 

Capital  expenditures 

Total  operating 

(property  and 

Route 

expenses 

equipment)1 

A . 

.  $  4,066,614 

$  4,381,161 

B  . 

.  5,868,003 

6,303,548 

C  . 

.  3,045,226 

3,363,089 

D . 

.  2,653,701 

2,962,644 

Total.. 

.  15,633,544 

17,010,442 

1  This  figure  does  not  include  heavy  equipment  such  as  fork-lifts,  trucks, 
etc.,  although  applicant’s  representative  did  testify  that  some  motorized 
vehicles  and  equipment  were  included  in  the  estimate  for  this  particular 
route. 

22847  Willis  Air  Service ,  Inc.,  (Willis)  is  a  Maryland 
corporation  engaged  in  contract  nonscheduled 
freight  and  passenger  operations  since  December  23,  1945. 
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The  applicant’s  base  of  operations  is  located  at  Teterboro 
Air  Terminal  in  New  Jersey,  adjacent  to  New  York  City. 
A  downtown  office  at  130  William  St.,  New’  York  City,  has 
also  been  established. 

The  applicant  seeks  certification  over  four  principal 
routes  involving  groups  of  cities  in  the  northeastern 
Florida,  mid-western,  and  southwestern  areas.38  No  air 
mail  authorization  is  desired  unless  the  Board  finds  such 
transportation  required  by  the  public  interest. 

Charles  F.  Willis,  Jr.,  is  president  and  a  director  of  the 
applicant  and  was  formerly  employed  in  the  subcontracting 
department  of  the  Glenn  L.  Martin  Company.  Entering 
the  Naw  in  1939,  Mr.  Willis  rose  to  the  rank  of  lieutenant 
commander  and  accumulated  4,000  flying  hours.  Mr.  Willis 
is  cotrustee  with  Mr.  Rose  of  a  voting  trust  set  up  by  the 
stockholders  and  as  such  votes  50  percent  of  the  outstand¬ 
ing  common  stock. 

.*58  The  northeastern  group  includes  Rockland  and  Portland,  Maine,  Man¬ 
chester,  N.  H.,  Boston  and  New  Bedford,  Mass.,  Providence,  R.  I.,  Hartford, 
Conn.,  Sayville,  L.  I.,  Newark  and  Millville,  N.  J.,  Philadelphia,  Pa.,  Wil¬ 
mington,  Del.,  Baltimore  and  Salisbury,  Md.,  Washington,  D.  C.,  and  Hamp¬ 
ton  and  Norfolk,  Va. 

The  mid-western  group  consists  of  Austin,  Minneapolis,  and  St.  Paul, 
Minn.,  Milwaukee,  Wis.,  Chicago,  Ill.,  Cedar  Rapids,  Des  Moines,  Mason 
City,  Ottawa,  Sioux  City,  and  W’aterloo,  Iowa,  Omaha,  Nebr.,  Kansas  City, 
Mexico,  St.  Joseph,  and  St.  Louis,  Mo.,  Topeka,  Kans.,  Louisville,  Ky., 
Evansville  and  Indianapolis,  Ind.,  Cincinnati,  Cleveland  and  Columbus,  Ohio, 
and  Detroit,  Mich. 

The  Florida  group  is  composed  of  Belle  Glade,  Dade  City,  Daytona  Beach, 
Fort  Myers,  Homestead,  Immokalee,  Jacksonville,  Sarasota  and  Bradenton, 
St.  Augustine,  St.  Petersburg,  Tampa,  Vero  Beach  and  West  Palm  Beach. 

The  southwestern  group  comprises  Phoenix  and  Yuma,  Ariz.,  Bakersfield, 
Brawley-El  Centro,  Fresno,  Indio-Coachella,  Los  Angeles,  Marysville,  Merced, 
Oakland,  Sacramento,  Salinas-Monterey,  San  Diego,  San  Francisco,  San  Jose, 
Santa  Barbara,  and  Stockton,  Calif. 
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22849  Robert  H.  Rose  is  executive  vice  president  and 
a  director  of  the  company  and  is  a  licensed  com¬ 
mercial  pilot  with  instructor  and  instrument  ratings.  Mr. 
Rose  has  served  as  a  pilot  instructor  and  also  with  Ameri¬ 
can  Airlines  as  first  officer  for  18  months.  In  April  1944  he 
joined  the  Navy  becoming  a  pilot  for  the  Air  Transport 
Service  flying  both  two-engine  and  four-engine  aircraft 
in  transatlantic  operations.  Mr.  Rose  also  served  in  the 
Pacific  as  flight  officer,  route  checking  and  pilot  checking 
and  engaged  in  the  initial  installation  of  NATS  operations, 
through  Midway,  Wake,  and  the  Marcus  Islands  to  Tokyo, 
accumulating  3,500  flying  hours  in  all.  He  joined  the  ap¬ 
plicant  in  June  of  1946,  and  votes  50  percent  of  the  out¬ 
standing  common  stock  under  the  terms  of  the  voting 
trust. 

George  A.  Enloe  is  vice  president — operations,  and  a 
director  of  the  applicant.  He  was  commissioned  in  the 
Navy  in  1940  and  served  as  assistant  operations  officer  in 
a  PBY  Squadron  with  the  rank  of  lieutenant  commander. 
Later  he  became  plane  commander  and  engineering  offi¬ 
cer  in  charge  of  maintenance  in  a  B-24  squadron  operating 
from  England  and  accumulated  1,000  flying  hours.  Upon 
his  release  from  the  service  in  November  1945  Mr.  Enloe 
joined  Mr.  Willis  as  co-founder  of  the  applicant. 

Charles  A.  Rheinstrom,  aviation  consultant  and  formerly 
vice  president  of  sales  and  traffic  and  director  of  Ameri¬ 
can  Airlines,  appeared  as  a  principal  witness  for  the 
applicant  and  has  agreed  to  continue  as  its  aviation  con¬ 
sultant  in  the  event  the  applicant  is  certificated. 

22850  The  corporation  has  61  stockholders  all  but  one 
of  whom  are  citizens  of  the  United  States.  Soon 

after  incorporation  in  October  1945  the  nucleus  of  the 
organization  was  formed  largely  with  personnel  from  the 
Naval  Air  Transport  Service  who  contributed  either  serv¬ 
ices  or  capital  to  the  initial  venture.  The  trade  name  “The 
Commander  Line”  was  adopted  and  operations  began  at 
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Teterboro  Air  Terminal  on  December  23,  1945,  with  C-47 
equipment.  Capital  to  purchase  C-54  equipment  was  ob¬ 
tained  through  a  reorganization  of  the  company  in  June 
1946  which  resulted  in  the  amendment  of  the  charter  and 
a  new  distribution  of  stock,  and  5,000  shares  of  4-percent 
cumulative  stock  preferred  of  $100  par  value  was  author¬ 
ized.  As  of  October  31,  1946,  1,834  shares  were  issued  and 
outstanding,  and  10,000  shares  of  no  par  common  were 
authorized,  of  which  1,527  %  shares  were  taken  as  of  the 
same  date  with  only  a  few  additional  shares  issued  for 
services  rendered.  All  of  the  stock  has  been  placed  in  a 
voting  trust  for  10  years,  of  which  Mr.  Willis,  Jr.,  and 
Mr.  Rose  are  the  sole  trustees  and  vote  50  percent  each. 

Original  operations  were  limited  to  the  United  States 
but  were  subsequently  extended  to  include  markets  in 
Central  America,  South  America  and  the  Caribbean  area. 
Several  trips  were  operated  weekly  to  Chicago,  the  south¬ 
ern,  and  southeastern  areas  at  a  rate  of  20  cents  a  ton- 
mile  or  better.  During  the  winter  season  passengers  have 
been  carried  from  New  York  to  Miami  and  San 
22851  Juan  sometimes  with  and  sometimes  without  ac¬ 
companying  cargo.39  Types  of  freight  hauled  by 
Willis  include  cattle,  lobsters,  fish,  clothing,  flowers,  peni¬ 
cillin,  and  auto  parts.  At  the  time  of  the  hearing  the  ap¬ 
plicant  owned  five  C-47’s  and  two  C-54  airplanes  and  had 
served  over  120  American  cities,  73  of  which  are  included 
in  the  instant  application. 

Together  with  several  other  noncertificated  carriers, 
Willis  organized  the  Independent  Air  Freight  Association 
as  a  trade  association  for  charter  carriers  for  the  purpose 
of  improving  the  Teterboro  airport,  and  pooling  loading 

39  The  applicant  has  consented  to  the  issuance  of  Board  Order  Serial 
No.  E-466  dated  April  22,  1947,  requiring  it  to  cease  and  desist  from  en¬ 
gaging  in  scheduled  air  transportation  of  persons  and  persons  and  property 
on  the  same  flight  without  first  obtaining  a  certificate  of  public  convenience 
and  necessity  and  an  air  carrier  operating  certificate  pursuant  to  sections 
401  and  610(a)(4)  of  the  Act.  The  applicant  asserts  in  its  brief  that  it 
had  decided  to  abandon  these  operations  before  this  proceeding  was  threatened. 
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facilities.  Willis  also  formed  a  wholly  owned  subsidiary 
called  Air  Freight  Handling,  Inc.,  to  perform  the  freight 
ground  handling  for  all  members  of  the  Association.  Using 
Clark  lifts  and  roller  tracks,  a  24-hour  loading  service  is 
presently  being  operated  on  a  cost-plus  basis,  and  includ¬ 
ing  maintenance  of  the  aircraft. 

As  of  October  31,  1946,  the  applicant’s  total  operating 
revenues  exceeded  $441,000,  of  which  over  $118,000  was 
earned  in  October.  Whereas,  prior  to  October,  more  than 
one-half  of  this  revenue  was  derived  from  passenger  char¬ 
ter  operations,  in  October  less  than  25  percent  of  revenue 
earned  stemmed  from  other  than  express  and  freight 
operations.  On  the  loss  side  the  total  for  10  months 
22852  of  operations  was  $55,033,  of  which  $1,623  was 
suffered  in  October  1946.  Total  current  assets  as 
of  October  31, 1946,  were  $292,089,  with  fixed  assets  evalua¬ 
ted  at  $197,481.  Current  liabilities  were  appraised  at 
$269,425. 

At  the  time  of  the  hearing,  Willis  employed  slightly  more 
than  100  persons  most  of  whom  worked  in  operations  and 
maintenance  and  very  few  of  whom  were  administrative 
personnel.  The  pilots  were  all  stockholders  of  the  company 
electing  their  own  compensation. 

The  applicant  proposes  a  scheduled  air  freight  service 
of  approximately  4,500  route  miles  between  groups  of 
cities  in  the  four  areas  described  above  without  inter¬ 
mediate  points.40  On  the  theory  that  air  freight  will  move 
in  quantity  in  the  forseeable  future  only  over  relatively 
long  distances  (500  miles  or  more)  the  proposed  service 
was  conceived  as  connecting  coterminals  both  within  and 
among  the  designated  groups  thereby  serving  the  area 
in  which  these  cities  are  located.  It  proposes  to  link  large 

40  The  proposed  certificate  would  permit  the  applicant  to  fly  through 
the  mid- western  group  on  trips  to  any  of  the  other  groups.  However,  intra¬ 
group  flights  may  be  made  only  when  originating  or  terminating  in  another 
group. 
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cities  with  small  ones  having  important  industrial  poten¬ 
tial.  Many  small  cities  whose  air  passenger  demand  does 
not  warrant  inclusion  on  passenger  routes  but  which  never¬ 
theless  demonstrate  considerable  air  freight  potential 
would  be  included.  However,  frequency  of  service  to  any 
city  -would  depend  upon  the  degree  of  demand  experienced. 

No  timetables  would  be  published  except  for  use 
22S53  by  operating  personnel.  Service  would  be  announced 
to  the  public  as,  for  example,  an  over-night  service 
without  regard  to  exact  time  of  departure  or  arrival.  As¬ 
surance  would  be  given  that  if  delivery  of  a  shipment  is 
made  to  the  terminal  by  “X”  hours  in  the  evening,  arrival 
at  destination  would  occur  by  “Y”  hours  the  following 
morning. 

Stops  -would  be  made  to  pick  up  a  minimum  of  2,000 
pounds  at  a  station  -while  the  lowest  weight  for  which  a 
rate  would  be  quoted  is  500  pounds.  If  certain  cities  fail 
consistently  to  develop  the  2,000  pound  minimum  the  ap¬ 
plicant  intends  to  petition  the  Board  for  cessation  of  the 
stop.  Shippers  of  less  than  500  pounds  are  expected  to 
utilize  the  services  of  freight  for-warders.  Communica¬ 
tions  will  be  maintained  with  planes  by  radio  and  installa¬ 
tion  of  Western  Union  space  control  teletype  system  is  con¬ 
templated. 

Selling  the  service  will  be  accomplished  on  a  personal 
contact  or  letter  basis  rather  than  through  advertising 
since  relatively  few  persons  are  involved.  Freight  handl¬ 
ing  at  small  cities  will  be  arranged  by  contract  with  fixed- 
base  operators  who  can  supply  labor,  lift  machinery,  stor¬ 
age  space,  and  communication  facilities. 

The  applicant  expects  to  use  12  DC-4  airplanes  including 
2  spares.  Aircraft  utilization  is  figured  at  9  hours  per 
plane  per  day;  10,800  landings  are  contemplated  yearly 
-while  300  days  is  the  operational  goal.  This  is  based  on 
the  assumption  that  cargo  will  ordinarily  not  move  over 
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week  ends,  during  which  time  major  maintenance  can  be 
performed. 

Willis  anticipates  operating  6,480,000  miles  annually  of 
which  5,760,000  would  be  revenue  mileage.  Eighteen  round 
trips  weekly  are  scheduled  between  the  southwestern  and 
midwestern  groups  and  25  between  the  latter  and  the 
eastern  group.  Four  round  trips  weekly  are  plan- 

22854  ned  between  each  of  the  midwestern  and  eastern 
groups  and  the  Florida  group.  Flight  patterns 

however  are  subject  to  seasonal  variation. 

The  proposed  service  is  viewed  as  experimental  in  its 
early  stages  and  possibly  for  5  years,  in  order  to  provide 
experience  data  to  serve  as  a  basis  for  designing  a  per¬ 
manent  freight  route  pattern  on  a  national  scale.  At  the 
present  time  the  applicant  contends  that  no  reliable  over¬ 
all  estimate  of  air  freight  potential  is  possible.  Neither 
the  exact  needs  nor  the  minimum  requirements  of  the  cities 
on  the  applicant’s  routes  are  known.  However,  the  consum¬ 
ing  centers41  proposed  for  service  by  Willis  had  a  total 
25-mile  radius  population  of  over  42,000,000  in  1940  wdiich 
was  51  percent  of  the  total  population  of  all  airline  sta¬ 
tions  certificated  as  of  April  1,  1945.  Retail  sales  of  these 
centers  in  1939  amounted  to  over  $17,000,000,000  which  sum 
represented  56.5  percent  of  the  total  of  all  airline  sta¬ 
tions  certificated  as  of  April  1,  1945. 

There  were  35,541  carlot  shipments  of  fruits  and  vege¬ 
tables  in  1945  from  Arizona  counties  proposed  to  be  served 
by  the  applicant,  231,779  carlots  from  California  counties, 
and  94,405  from  Florida  counties. 

22855  Seasonal  variations  in  these  shipments  will  neces¬ 
sitate  flexibility  in  scheduling.  Thus  in  summertime 

41  These  include  Baltimore,  Boston,  Chicago,  Cincinnati,  Cleveland, 
Columbus,  Detroit,  Hartford,  Indianapolis,  Jacksonville,  Kansas  City,  Los 
Angeles,  Louisville,  Miami,  Milwaukee,  Minneapolis-St.  Paul,  New  York, 
Newark,  Norfolk,  Omaha,  Philadelphia,  Phoenix,  Providence,  San  Diego, 
San  Francisco-Oakland,  St.  Louis,  Tampa-St.  Petersburg,  Washington,  and 
Wilmington. 
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when  perishable  traffic  from  Florida  and  California  is  low, 
the  fish,  oyster,  and  lobster  season  in  the  northeast  is  at 
a  high  point.  Since  the  applicant  does  not  desire  to  operate 
a  mail  service  and  consequently  to  obtain  governmental 
subsidy,  it  asserts  that  it  requires  an  extensive  system 
which  will  permit  it  to  surmount  the  hazard  of  seasonal 
fluctuation  in  traffic  present  in  single  area  systems. 

As  an  example  of  its  potential  air  freight  market,  Willis 
shows  that  in  1941  Boston  landed  over  299  million  pounds 
of  fish  while  the  catch  at  Portland  was  over  25  million 
pounds.  At  the  consuming  end  New  York  received  279 
million  pounds  of  fishery  products  and  Chicago  over  77 
million  in  1945. 

The  applicant  forsees  a  considerable  air  freight  market 
for  Kosher  prepackaged,  frozen,  and  ready-made  cuts  of 
meat.  Willis  shows  that  8,742,000  pounds  of  Kosher  meat 
are  consumed  weekly  along  the  East  Coast  and  531,000 
pounds  along  the  West  Coast.  This  estimate  is  based  upon 
a  per  capita  consumption  of  3  pounds  per  week.  Although 
this  figure  is  high  for  the  reason  that  not  all  Jewish  peo¬ 
ple  eat  Kosher  meat  exclusively,  it  is  nevertheless  true 
that  a  considerable  market  exists  for  this  product  in  the 
coastal  areas.  Religious  laws  require  that  there  be  no  more 
than  72  hours  lapse  between  slaughtering  and  Koshering.42 

Moreover,  only  the  forequarters  of  the  animal  are 
22856  used  in  this  type  of  slaughter.  Since  deterioration 
in  grade  shows  up  markedly  in  the  animal’s  fore¬ 
quarters  the  time-saving  advantage  of  air  transportation 
produces  less  tissue  shrinkage,  deterioration,  downgrad¬ 
ing,  feed  and  watering  costs  and  consequently  would  seem 
to  open  a  fertile  field  for  exploitation  by  an  air  carrier. 

Coastal  slaughtering  costs  are  higher  by  2  to  15  cents 
per  pound  than  those  in  the  Midwest.  This  factor  plus  the 


42  A  ritual  performed  by  the  consumer  involving  keeping  the  meat 
heavily  salted  for  an  hour  followed  by  soaking  in  water  for  30  minutes. 
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2- cent  plus  differential  in  Kosher  meat  over  non-Kosher 
meat  leaves  an  adequate  margin  to  absorb  an  approximate 

3- cent  differential  per  pound  of  air  freight  over  rail  rates. 
The  applicant  seems  to  have  demonstrated  that  seaboard 
metropolitan  areas,  both  eastern  and  western,  can  be  sup¬ 
plied  with  fresh  Kosher  slaughtered  meat  from  midwest 
packing  plants  within  the  required  time  and  at  a  com¬ 
petitive  rate.  Similarly,  pre-packaged  and  frozen  meat  for 
self-service  super  markets  seems  to  be  susceptible  to  pene¬ 
tration  by  air  freight  carriers. 

The  applicant  hopes  to  exploit  the  flower  markets  in 
California  and  Florida  which  comprised  a  total  of  17,034 
acres  of  flowers,  bulbs,  plants,  and  flower  and  vegetable 
seeds  under  cultivation  in  1939.  In  1945  over  175  million 
cut  flowers  were  received  by  the  New  York  wholesale  mar¬ 
ket  alone.  Between  $10,000,000  and  $15,000,000  worth  of 
cut  flowers  pass  through  this  market  annually.  The  top 
flower  producing  areas  before  the  war  were  Bermuda,  Hol¬ 
land,  South  Africa,  as  well  as  Florida,  California,  New 
Jersey,  New  England,  the  Gulf  States,  and  the  Middle 
West.  Another  fertile  source  of  air  freight  potential  ad¬ 
vanced  by  Willis  is  the  production  of  chicks  by  commercial 
hatcheries.  In  1943  over  a  billion  and  a  half  chicks  were 
hatched  by  10,112  hatcheries  in  the  United  States. 
22857  In  the  apparel  field  there  were  36,335  stores  in 
1939  in  the  cities  to  be  served  by  the  instant  ap¬ 
plication  representing  $1,413,545,000  in  retail  sales.  This 
merchandise  can  be  shipped  on  the  hanger  supported  by 
specially  constructed  racks  which  fit  into  the  plane  thereby 
saving  both  packing  and  pressing  costs. 

Willis  estimates  its  capital  requirements  at  $4,253,960, 
over  $2,725,000  of  which  is  allocated  to  the  purchase  of  10 
DC-4  aircraft  and  the  improvement  of  2  DC-4’s  owned  at 
the  time  of  the  hearing;43  $428,250  represents  total  ground 

43  This  estimate  is  subject  to  revision  since  one  DC-4  was  destroyed  in 
a  November  1946  accident  and  the  remaining  DC-4  was  sold  thereafter. 
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equipment  requirements  and  $1,100,000  is  working  capital 
calculated  at  2%  months  of  estimated  annual  expenses. 
Mr.  Willis  testified  that  the  applicant  has  contacted  fi¬ 
nancial  houses  which  have  indicated  that  upon  certification 
financing  will  be  readily  available. 

Expected  revenues  are  calculated  at  16.1644  cents  per  ton 
mile  but  in  the  interests  of  conservatism  this  figure  was 
arbitrarily  reduced  to  15.23  cents  in  computing  the  revenue 
estimate  of  $5,832,000,  or  90  cents  per  plane  mile  operated. 
This  estimate  was  based  upon  plane  utilization  of  9  hours 
daily  for  300  days  per  year  with  12.5  percent  nonrevenue 
ferry  and  70  percent  load  factors.  Annual  total  mileage 
of  6,480,000  was  computed  on  a  great-circle  basis  allowing 
5  percent  for  deviation. 

22858  Total  direct  operating  expense  is  computed  at 
$3,910,680,  or  60.35  cents  per  mile,  of  which 
$2,177,280,  or  33.60  cents,  represents  flying  operations, 
$1,189,080,  or  18.35  cents,  is  allocable  to  flight  equipment 
maintenance  and  $544,320,  or  8.40  cents,  is  flight  equipment 
depreciation  direct  expense.  Indirect  operating  expenses 
are  estimated  at  $1,365,073  or  21.07  cents  per  mile.  This 
includes  ground  operations  of  $462,794,  or  7.14  cents;  in¬ 
direct  equipment  maintenance  expense,  $197,098,  or  3.04 
cents ;  traffic  and  sales  expense  $339,246,  or  5.24  cents ;  gen¬ 
eral  and  administrative  expense,  $323,110,  or  4.99  cents; 
and  ground  equipment  depreciation,  $42,825,  or  0.66  cent 
per  mile.  The  applicant’s  total  annual  expenses  equal 
$5,278,091,  or  81.45  cents  per  mile,  leaving  a  net  profit  be¬ 
fore  Federal  taxes  estimated  at  $553,909,  or  8.55  cents  per 
mile. 

U.  S.  Airlines,  Inc.  (U.  S.  Airlines),  was  incorporated 
in  July  1946  under  the  laws  of  the  State  of  Florida  for 

44  The  proposed  rates  range  from  26.5  cents  per  ton  mile  for  shipments 
of  500-999  pounds  to  11  cents  per  ton  mile  for  plane  load  quantities;  50 
percent  of  the  traffic  by  weight  is  expected  to  be  in  the  12,000-pound  and 
over  classification. 
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the  purpose  of  operating  an  airfreight  service.  Its  ap¬ 
plication,  filed  May  21,  1946,  proposes  service  between 
seven  designated  airfreight  areas  located  throughout  the 
continental  United  States.  While  it  does  not  seek  author¬ 
ization  to  carry  mail  it  has  expressed  its  willingness  to 
carry  it  at  the  published  freight  rate  giving,  it  necessary 
preference,  should  the  Board  see  fit  to  so  authorize. 

The  president  of  the  company  is  Mr.  Harry  I.  Playford. 
He  entered  the  field  of  aviation  in  World  War  I  and  served 
with  the  Army  Air  Forces.  In  subsequent  years  he  organ¬ 
ized  and  operated  several  flying  schools  and  clubs  and  ob¬ 
tained  a  commercial  pilot  license.  During  World  War  II 
he  served  with  the  Civil  Air  Patrol  as  national  executive 
and  supply  officer  before  that  work  was  taken  over  by  the 
Army  Air  Forces.  A  director  of  National  Airlines  in  1942, 
Mr.  Playford  organized  and  supervised  operation 
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22860  of  a  transition  flight  training  program  conducted 
through  National  Airlines  by  the  Air  Transport 

Command.  Following  this  he  supervised  a  CAA  indoc¬ 
trination  program  in  Knoxville,  Tenn.,  for  Air  Corps 
Cadets.  Early  in  1945  he  organized  U.  S.  Flying  Service, 
Inc.,  a  fixed-base  operation  in  St.  Petersburg,  Fla.,  for 
the  purposes  of  sales,  service  and  flights,  and  ground  in¬ 
struction.  After  the  incorporation  of  U.  S.  Airlines,  it  ac¬ 
quired  through  an  exchange  of  stock  all  of  the  assets  of 
U.  S.  Flying  Services.  The  fixed-base  operation  was  con¬ 
tinued  as  a  separate  division  of  U-  S.  Airlines.  Mr.  Play- 
ford  is  also  a  director  and  principal  stockholder  of  Alaska 
Airlines.  He  has  requested  that  he  be  relieved  of  that 
office,  so  that  he  can  devote  full  time  to  the  activities  of 
the  U.  S.  Airlines.  Mr.  Playford  is  affiliated  with  many 
civil  aviation  organizations,  holds  both  State  and  National 
offices  in  the  N.  A.  A.  and  is  an  active  member  of  the  CAA 
nonscheduled  flying  advisory  committee. 

Theodore  N.  Law  is  vice  president  of  the  company.  He 
previously  served  for  8  years  as  a  director  of  Mid-Con¬ 
tinent  Airlines.  In  1944  he  acquired  substantial  stock  of 
Alaska  Airlines,  served  as  its  president  for  most  of  1945 
and  at  present  is  a  director  and  member  of  the  executive 
committee.  He  has  assisted  in  the  organization  of  Aerovias 
Latinas  Americanos.  Other  activities  of  Mr.  Law  include 
extensive  interests  in  the  oil  business  and  a  large  ranch 
operation  in  California. 

D.  G.  Bash,  secretary-treasurer  of  U.  S.  Airlines,  entered 
aviation  in  World  War  I  as  an  Air  Corps  officer.  Follow¬ 
ing  that  war  and  until  1930  he  was  with  the  Bessemer  and 
Lake  Erie  R.  R.  as  a  civil  engineer.  Subsequently  he  was 
employed  by  the  Interstate  Commerce  Commission  and  in 
1935  transferred  to  the  Bureau  of  Air  Mail.  In  1937  he  was 
elected  treasurer  of  National  Airlines  and  continued  in  that 
office  until  1945  when  he  joined  U.  S.  Airlines. 

22861  The  foregoing  officers  and  Messrs.  W.  S.  Howell 
of  St.  Petersburg,  Fla.,  and  John  D.  Freeman  of 
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Lancaster,  Mass.,  make  up  the  board  of  directors.  J.  D. 
Rains  holds  the  corporate  offices  of  assistant  secretary  and 
assistant  treasurer.  All  officers  and  directors  of  the  com¬ 
pany  are  citizens  of  the  United  States.  Based  upon  an 
examination  of  the  records  of  stockholders  as  of  Septem¬ 
ber  7,  1946,  the  secretary-treasurer  stated  that  all  stock 
outstanding  is  registered  in  the  names  of  persons  whose 
addresses  are  in  the  United  States. 

This  applicant  conmienced  air  freight  operations  in  De¬ 
cember  1945  as  a  nonscheduled  carrier  and  flew  20  round 
trips  between  the  Florida  and  Northeast  areas  that  month. 
Experience  indicated  that  shippers  required  a  scheduled 
rather  than  nonscheduled  service  and  accordingly  opera¬ 
tions  were  revised  on  February  1, 1946,  to  give  a  scheduled 
contract  service.  Converted  surplus  C-47  equipment  has 
been  used  by  this  applicant,  conversion  being  handled  in 
its  own  shops.  Fleet  size  has  increased  gradually  to  a 
total  of  12  such  planes  in  operation  as  of  the  hearing.  At 
that  time  contract  service  was  being  given  six  of  the  seven 
•  areas  included  in  the  present  proposals.  Weekly  flight 
frequencies  averaged  about  6  for  the  California  and  Texas 
areas,  4  for  the  Louisiana  area,  24  for  the  North  Central 
area,  and  67  for  the  Southeast  area.*5  November  1946 
operations  had  an  average  daily  plane  utilization  of  ap¬ 
proximately  10  hours  per  plane,  with  preliminary  data 
indicating  load  factors  around  75  percent.  U.  S.  Airlines 
has  never  engaged  in  the  carriage  of  passengers  for 
hire. 

22S62  The  main  operations  and  maintenance  base  is 
located  at  St.  Petersburg.  Branch  operational 
bases  are  located  at  Newark,  Chicago,  Los  Angeles,  and 
Atlanta.  Total  employees  at  the  time  exhibits  were  sub¬ 
mitted  was  314,  or  approximately  26  employees  per  plane. 

45  The  record  does  not  show  the  frequency  of  service  to  the  Northeast 


area. 
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Figures  introduced  for  1946  traffic  in  ton-miles  were: 
June — 159, 087,  July — 147,027,  August — 189,321,  Septem¬ 
ber — 196,321,  October — 342,259,  and  November — 313,574. 
A  balance  sheet  as  of  July  31,  1946,  showed  extension 
and  development  expense,  the  excess  of  expenses  over 
revenues,  of  $595,724.  A  subsequent  preliminary  balance 
sheet  as  of  December  31,  1946,  showed  the  similar  account 
at  $1,120,056. 

U.  S.  Airlines  requests  authorization  to  serve  seven 
areas  which  it  defines  in  terms  of  counties  and  names  for 
reference  as  the  (1)  Northeast  area;  (2)  Southeast  area; 
(3)  Louisiana  area,  (4)  North  Central  area,  (5)  Texas 
area,  (6)  California  area,  and  (7)  Northwest  area.  The 
routes  requested  are  shown  in  the  map  on  page  112a  and 
described  fully  in  the  appendix.  It  seeks  authority  to 
operate  “between  any  point  in  one  airfreight  area  and 
any  points  in  any  other  airfreight  area.”  It  has  named 
certain  principal  points  in  these  areas  but  only  as  an 
alternate  basis  of  certification  should  the  Board  not  see 
fit  to  grant  the  area  type  certification  sought. 

The  service  proposed  is  described  as  through  service 
from  area  to  area.  No  intra-area  traffic  would  be  carried, 
nor  would  service  be  rendered  to  points  without  the  var¬ 
ious  areas.  It  is  asserted  that  these  areas  were  selected 
on  the  basis  of  their  indicated  ability  to  both  originate 
and  consume  air  candidates.  The  omission  of  points  be¬ 
tween  airfreight  areas  was  due  to  the  fact  that  such 
points  do  not  generally  produce  air  candidates  equal  to 
the  volume  consumed.  Intra-area  service  was  not  pro¬ 
posed  because  of  the  general  availability  of  over- 
22863  night  service  by  truck  or  railway  express  for  traf¬ 
fic  moving  within  the  areas.  The  need  for  the 
area  type  certification  is  urged  to  meet  the  require¬ 
ments  of  seasonal  production  and  to  permit  service  to 
new  points  as  traffic  is  developed. 
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In  the  proposed  operation  the  main  base  will  tenta¬ 
tively  remain  at  St.  Petersburg.  At  least  one  branch  op¬ 
erations  and  maintenance  base  will  be  located  in  each 
area.  More  may  be  added  as  the  traffic  requires.  For 
traffic  purposes  each  point  to  be  served  is  designated  a 
consolidation  point.  While  the  minimum  poundage  re¬ 
quired  for  a  traffic  stop  was  not  definitely  stated  it  was 
tentatively  indicated  to  be  about  2,000  pounds. 

For  its  proposed  operations  U.  S.  Airlines  analyzed 
three  different  aircraft,  the  Douglas  DC-3,  Martin  202 
cargo  version,  and  the  Douglas  DC-4.  Basic  data  and 
approximate  break-even  ton-mile  rates  at  75  percent  and 
90  percent  load  factor  were  indicated  as  follows: 

Normal  Block-to-  75  percent  90  percent 

pay  load —  block  speed —  Load  factor  load  factor 


Plane  lbs.  mph  rate  rate 

DC-3  .  7,070  152  16.5  13.7 

202  .  11,800  218  13.8  11.5 

DC-4  .  20,000  191  11.2  9.3 


It  is  contemplated  that  all  three  of  these  aircraft,  and 
others  to  be  developed  offering  still  better  economies, 
will  be  utilized.  Certificated  operations  would  start  with 
the  presently  owned  DC-3’s  (C-47’s)  adding  Martin  202’s 
and  DC-4  (C-548,s)  as  available  and  in  such  proportion 
as  traffic  volume  'warranted.  Fleet  expansion  of  approx¬ 
imately  10  planes  per  year  was  estimated  as  rea- 
22864  sonable. 

Specific  schedules,  as  such  were  not  introduced 
in  evidence.  It  was  stated  that  regular  schedules  between 
airfreight  areas  would  be  published.  As  to  specific  points 
within  areas,  a  supplement  would  probably  state  the 
hour  by  which  shipments  for  the  various  flights  would 
have  to  be  at  the  local  airport.  Schedules  between  areas 
would  include  enough  latitude  to  permit  up  to  three  ad- 
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ditional  stops.  Space  allocation  and  reservations  would 
be  controlled  through  one  unit  located  at  St.  Petersburg. 
Branch  operating  bases  will  have  ground  radio  and  tele¬ 
type  installations  and  these  will  be  added  to  other  points 
as  traffic  justifies.  The  applicant  anticipates  an  expansion 
of  consolidated  freight  terminal  facilities  operating  in¬ 
dependently  or  supported  jointly  by  a  number  of  air 
freight  carriers. 

Additional  capital  requirements  for  full  certificated 
operations  were  estimated  on  the  basis  of  the  three  air¬ 
craft  previously  discussed  as  follows: 

C-47  Martin-202  C-54 

Light  equipment: 

Aircraft,  complete  (30)  $750,000  (25)  $6,000,000  (29)  $2,600,000 


Spare  engines .  (30)  180,000  (25)  937,500  (56)  665,000 

her  property  and 

equipment  .  250,000  250,000  250,000 

orking  capital _  5,750,000  8,000,000  10,800,000 

Total .  $6,750,000  $15,187,500  $14,515,000 


The  amount  of  working  capital  provided  for  equals  73 
percent  of  other  capital,  the  average  for  the  certificated 
airlines  in  1944.  Testimony  indicated  that  such  allowance, 
was  considered  excessive  and  that  a  proper  figure  would 
be  somewhere  between  the  amounts  so  derived  and  one 
representing  90  days’  operating  expenses.  Additional 
capital  would  be  secured  through  (1)  sale  of  additional 
stock  to  present  stockholders,  (2)  bank  loans  and 
22S65  equipment  trust  loans,  (3)  a  public  stock  issue  or 
various  combinations  of  these  methods  as  may 
appear  appropriate  at  the  time. 

As  a  basis  for  estimating  revenues  and  expenses  U.  S. 
Airlines  set  up  a  tentative  table  of  flight  frequencies  be¬ 
tween  areas  based  generally  upon  the  community  of 
interest  between  areas  indicated  by  past  experience  and 
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the  economic  studies  of  potential  prepared  by  Dr.  R.  W. 
Hoecker.  Of  the  possible  42  one-way  trip  combinations 
to  link  the  seven  areas  32  were  shown  as  receiving  from 
3  to  14  trips  weekly.  Mileages  for  such  flights  between 
logical  branch  operational  basis  in  each  area  w^ere  com¬ 
puted46  and  100  miles  per  flight  added  to  allow  for  car¬ 
rying  to  pick  up  other  points.  Based  upon  plane  utilization 
of  10  hours  per  day  these  schedules  w’ould  require  36 
DC-3's,  25  Martin  202’s,  or  28  DC-4’s.  The  actual  opera¬ 
tion  would  probably  be  a  mixture  of  the  three  types  and 
would  reach  the  full  scale  proposed  during  the  second 
year  of  certificated  operations. 

Average  rates  for  past  contract  operations  were  stated 
as  approximately  18  cents  a  ton-mile.  Proposed  rates  will 
spread  from  11  to  20  cents  a  ton-mile.  An  average  reve¬ 
nue  of  15.5  cents  per  ton-mile  was  used  for  estimating 
revenue  under  certificated  operations. 

On  the  basis  of  such  schedules  and  rates,  and  assuming 
96  percent  schedule  completion  and  an  allowance  of  6 
percent  of  scheduled  miles  for  ferry  flights,  revenue  and 
mileage  figures  are  as  follows: 

22866 

Revenue 

Scheduled  Revenue  75  percent  90  percent 

Plane  miles  miles  load  factor  load  factor 

DC-3  .  19,967,376  17,970,638  $  7,639,950  $  9,167,940 

202  .  19,967,376  17,970,638  12,781,300  15,337,560 

DC-4  .  19,456,320  17,510,688  20,971,500  25,165,800 

Expense  estimates  were  developed  for  the  three  differ¬ 
ent  planes  using  depreciation  periods  of  3  years  for  the 
C-47  and  C-54B  aircraft  and  engines  and  5  years  for  the 
Martin  202.  Ground  equipment  was  depreciated  over  10 
years.  Aircraft  and  engine  maintenance  costs  were  fig- 


4<i  Great -circle  mileage  was  used  except  that  for  2-engine  planes  over 
the  Rooky  Mountains  and  west  airway  mileage  was  included.  Applicant 
has  requested  CAA  authority  to  so  operate. 
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ured  from  the  Menzer-Nourse  formula.  Pilot  expense  was 
computed  in  accordance  with  decision  No.  83  of  the  Na¬ 
tional  Labor  Board,  allowing  for  50  percent  night  flying. 
Employees  in  the  “overhead”  accounts  showed  a  total  of 
469  for  the  DC-3  operation.  These  were  distributed:  21S 
in  ground  operations,  131  in  ground  equipment  mainte¬ 
nance-indirect,  47  in  traffic  and  sales,  5  in  advertising 
and  publicity,  and  68  in  general  and  administrative. 
Overhead  expenses  for  the  Martin  202  and  DC-4  opera¬ 
tions  were  increased  over  the  DC-3  figures  by  50  percent 
and  100  percent,  respectively,  in  consideration  of  the 
varying  tonnages  winch  would  result.  The  various  ex¬ 
pense  estimates  are  as  follows: 

DC-3  202  DC-4 


Cents  per 

Cents  per 

Cents  per 

Item 

rev.  mile 

Total 

rev.  mile 

Total 

rev.  mile 

Total 

yring  operations.. 

..  20.86 

$3,747,876 

26.29 

$4,724,281 

35.94 

$6,294,120 

:.  Equip. — Main 

..  8.82 

1,585,410 

9.84 

1,769,110 

18.12 

3,173,326 

pr.-Flt.  Equip... 

..  1.66 

299,511 

6.53 

1,172,085 

5.31 

930,012 

ound  Operations 

..  4.01 

720,000 

6.01 

1,080,000 

8.22 

1,440,000 

d.  Equip.  Maint. 

- 

Direct  . 

.19 

35,000 

.29 

52,500 

.40 

70,000 

uip.  Maint. — Ind 

ect  . 

..  2.91 

522,060 

4.3C 

783,090 

5.96 

1,044,120 1 

iffic  &  Sales . 

„  1.63 

292,560 

2.44 

438,840 

3.34 

585,1201 

v.  &  Publicity.. 

..  .60 

108,000 

.90 

162,000 

1.23 

216,000 

i’l  and  Admin. 

..  2.70 

486,000 

4.06 

729,000 

5.55 

972,0001 

>r. — Grd.  Equip 

.14 

25,000 

.20 

37,500 

.29 

50,000 

Total . 

..  43.52 

7,821,417 

60.92 

10,948,406 

84.37 

14,774,698| 

22867 

These 

estimates 

indicate 

an  annual 

loss  for 

an 

all  DC-3  operation  of  $181,467,  a  profit  of 
$1,832,894  for  the  Martin  202  projection,  and  a  profit  of 
$6,196,802  for  all  DC-4  equipment. 

Dr.  Raymond  W.  Hoecker  appeared  as  a  former  em¬ 
ployee  of  IT.  S.  Airlines  to  sponsor  this  applicant’s  eco¬ 
nomic  data  relating  to  air  freight  potential.  Dr.  Hoecker 
was  director  of  sales  and  research  for  U.  S.  Airlines 
from  March  through  September  1946  and  in  that  capacity 
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prepared  many  of  the  economic  exhibits.  Since  193S  he 
has  been  engaged  in  transportation  and  marketing  re¬ 
search  as  professor  of  marketing  with  Kansas  State 
College  and  later  as  head  of  the  Market  Organization 
Section,  Bureau  of  Agricultural  Economics,  Department 
of  Agriculture.  Since  his  employment  with  U.  S.  Airlines 
he  has  returned  to  the  Bureau  of  Agricultural  Econom¬ 
ics  as  a  transportation  economist.  Several  of  his  studies 
while  with  the  Department  of  Agriculture  related  to  air 
transportation  of  agricultural  perishables  and  other  items, 
and  have  been  published.47 

To  assist  in  the  determination  of  the  items  which  are 
susceptible  to  movement  by  air  Dr.  Hoecker  has  offered 
a  definition  of  an  “air  candidate”  as:  “any  commodity 
the  value  of  which  at  point  of  destination  is  sufficiently 
enhanced  by  speed  in  transit  to  warrant  transportation 
by  aircraft.”  Inherent  factors  which  determine  an  air 
candidate  are  the  density  as  related  to  intrinsic  value, 
fragility,  and  perishability.  Other  factors  are  such  as 
advertising  and  novelty  value  of  air  borne  items,  in¬ 
creased  utilization  of  property,  and  emergency  needs. 

For  analysis  of  the  airfreight  potential  in  the 
22868  seven  areas  proposed  for  service  air  candidates 
have  been  grouped  under  four  categories:  (1) 
agricultural,  (2)  fishery,  (3)  industrial,  and  (4)  export 
and  import. 

No  specific  estimate  of  air  freight  potential  over  its 
routes  was  submitted  by  this  applicant.  Dr.  Hoecker 
stated  that  he  considered  the  field  of  common  carrier 
air  freight  to  be  too  new  and  untried  to  permit  a  reliable 
estimate  at  this  time.  He  did  state,  as  his  opinion,  that 
traffic  between  the  industrial  Northeast  and  the  Califor¬ 
nia  areas  will  within  3  years  justify  more  activity  than 

47  Air  Transport  of  Agricultural  Perishables ,  U.  S.  D.  A.  Misc.  Pub. 
No.  585;  The  Use  of  Surplus  liar  Cargo  Planes  to  Transport  Agricultural 
Perishables,  Bur.  Agr.  Econ.  and  Edward  S.  Evans  Transp.  Res. 
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the  total  proposed  by  seven  applicants  in  this  proceeding 
seeking  such  authority  on  a  total  annual  capacity  of  about 
300  million  ton-miles.  That  opinion  was  predicated  upon 
rates  ranging  from  15%  to  11  cents  a  ton-mile. 

To  furnish  an  indication  of  community  of  interest  be¬ 
tween  the  areas,  on  a  broad  scale,  U.  S.  Airlines  computed 
net  differences  for  each  area  between  production  and 
consumption  of  fruits  and  vegetables  and  selected  indus¬ 
trial  commodities.18  Only  those  classifications  of  indus¬ 
trial  products  were  included  which  appeared  likely  to 
yield  a  substantial  portion  of  air  candidates.  Consump¬ 
tion  in  any  area  was  estimated  as  a  percentage  of  total 
U.  S.  consumption  on  the  basis  of  families  in  the  area. 
This  figure  was  then  adjusted  to  reflect  variations  in  the 
areas  from  the  national  average  for  effective  buying  in¬ 
come.  Allowance  for  home  garden  produce  was  made  in 
figuring  agricultural  consumption.  The  final  tabu- 
22869  lation  is  as  follows: 


Net  surplus  (-j-)  or  deficiency  ( — ) 

Area  Industrial  Agricultural 

Northeast .  +  $2,793,415,950  —  $151,517,497 

North  Central .  +  24,043,742  —  93,076,384 

Southeast .  —  451,747,856  +  52,866,947 

Louisiana .  —  144,734,439  +  5,724,563 

California  .  —  738,944,522  +  123,391,352 

Northwest  .  —  264,316,994  +  18,849,980 

Texas  .  —  353,351,512  +  2,198,076 


48  Data  was  taken  from  the  16th  Census  of  the  U.  S.  1940  for  com¬ 
modities  (with  slight  variations  from  area  to  area)  as  follows:  food  and 
kindred  products,  textile-mill  products  and  other  fiber  manufactures,  apparel 
and  other  finished  products  made  from  fabrics  and  similar  materials,  fur¬ 
niture  and  finished  lumber  products,  printing,  publishing  and  allied  industries, 
chemicals  and  allied  products,  leather  and  leather  products,  stone,  clay, 
and  glass  products,  iron  and  steel  and  their  products  except  machinery, 
nonferous  metals  and  their  products,  electrical  machinery,  other  machinery, 
automobiles  and  automobile  equipment,  transportation  equipment  except  auto¬ 
mobiles,  and  miscellaneous  industries. 
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These  figures,  of  course,  understate  total  inter-area 
movement  in  the  selected  categories  because  no  allow¬ 
ance  is  made  for  interchange  of  similar  goods.  On  the 
other  hand,  the  part  of  the  total  which  represents  air 
freight  potential,  based  upon  comparative  rate  or  other 
considerations,  is  not  indicated.  The  primary  point  to  be 
noted  from  the  data  is  that  each  area  has  a  considerable 
surplus  in  one  category  and  a  deficiency  in  the  other. 

Each  area  was  more  specifically  analyzed  to  determine 
historical  production  and  consumption,  or  inter-area 
movement  where  such  data  was  available  for  the  various 
items  showing  promise  of  being  air  candidates.  For  ex¬ 
ample,  the  Northeast  area  in  1945  received49  agricultural 
air  candidates  from  other  areas  to  the  extent  of  41,335 
carloads  from  the  California  area,  24,434  carloads  from 
the  Southeast  area,  8,674  carloads  from  the  Texas  area, 
935  carloads  from  the  Northwest  area,  929  carloads  from 
the  Louisiana  area,  and  711  carloads  from  the  North 
Central  area.  This  area  though  a  net  importer  of  agri¬ 
cultural  products,  sent  out  11,268  carloads  of  such  prod¬ 
uce  the  same  year.  The  seafood  catch  in  1942  for  the 
Northeast  area  amounted  to  more  than  a  billion 
22870  pounds,  134  million  pounds  of  which  were  shell¬ 
fish.  Approximately  half  of  the  shellfish  were 
lobsters  and  soft  shell  crabs  which  are  considered  excel¬ 
lent  air  candidates. 

As  a  part  of  the  previously  indicated  large  surplus  of 
industrial  commodities  manufactured  in  this  area  particu¬ 
lar  attention  was  called  to  the  clothing  industry  centered 
in  New  York  City.  Production  of  approximately  70  percent 
of  all  women’s  apparel  produced  in  the  United  States  is 
centered  there.  The  Louisiana  area  has  only  a  few  firms 
manufacturing  such  items  and  annual  expenditures  for 


49  Data  limited  to  unloads  in  the  cities  of  Washington,  Philadelphia, 
Boston,  New  York,  and  Baltimore. 
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women’s  wear  in  New  Orleans  amount  to  approximately  34 
million  dollars.  Assuming  that  70  percent  of  these  prod¬ 
ucts  come  from  New  York,  a  potential  flow  of  almost  50,000 
pounds  a  day  is  indicated.  Total  1945  carload  rail  move¬ 
ment  of  agricultural  air  candidates  from  the  areas  con¬ 
cerned  to  principal  cities  in  other  areas  is  shown  in  the 
following  table: 

To 


From 

E.... 

C.... 


x  „ 
1  ... 
W 

tal 


NE(S)1 

NC(8) 

SE(l) 

La(l) 

Tex  (2) 

Cal(3) 

NW  (2) 

Total 

• 

1,138 

84 

59 

6 

— 

9 

1,296 

711 

# 

70 

177 

70 

— 

— 

1,028 

24,434 

9,178 

* 

272 

220 

14 

83 

34,205 

929 

3,566 

4 

• 

11 

15 

199 

4,724 

8,674 

9,522 

147 

402 

• 

495 

875 

20,115 

41,335 

27,330 

1,072 

1,596 

2,339 

* 

3,292 

76,954 

935 

634 

12 

24 

50 

84 

• 

1,739 

77,018 

51,368 

1,389 

2,531 

2,699 

608 

4,458 

Figure  in  (  )  shows  number  of  receiving  cities  for  which  data  was  available. 

22871  Fishery  products  are  available  to  a  certain  extent 
in  the  North  Central  area  from  the  Great  Lakes, 
but  the  area  imports  a  substantial  part  of  its  seafood. 
Arrivals  in  Chicago  in  October  1945  amounted  to  77,758,532 
pounds  of  seafood  of  which  appoximately  one-third  was 
from  states  other  than  those  in  the  North  Central  area. 
Shellfish  made  up  12  percent  of  the  total  incoming  ship¬ 
ments. 

The  indicated  net  surplus  of  the  North  Central  area  of 
manufactured  commodities  valued  at  24  million  dollars  in 
the  opinion  of  Dr.  Hoecker  was  a  low  representation  of  the 
true  potential  flow  of  such  goods  from  this  area  because  of 
a  high  interchange  indicated  by  the  types  of  commodities 
produced. 

Principal  air  candidates  to  move  out  of  the  Southeast 
area  are  indicated  as  agricultural,  horticultural,  and  fishery 
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products  with  inbound  movements  of  industrial  commodi¬ 
ties  and  exports  and  imports  to  Caribbean  and  Latin 
American  points  affording  through  movements  in  both 
directions.  Agricultural  movements  and  the  deficiency  of 
manufactures  have  been  previously  summarized.  U.  S. 
Airlines  points  to  its  operations  for  1945  in  hauling  over 
300  tons  of  gladioli  to  northern  markets,  plus  smaller 
quantities  of  ferns,  lilies,  gardenias,  roses,  statice,  sweet 
peas,  and  snap  dragons  as  indicative  of  an  expanding  move¬ 
ment  by  air  of  field  grown  flowers  from  this  area. 

The  fish  catch  for  the  Southeast  area  in  1940  amounted 
to  209,609,800  pounds  of  which  more  than  90  percent  was 
shellfish.  From  March  1945  to  February  1946,  there  moved 
out  of  Florida  alone  more  than  20  million  pounds  of  this 
catch  by  rail  express. 

22872  The  pattern  of  air  freight  potential  indicated  for 
the  Louisiana  area  is  generally  similar  to  that  of 
the  Southeast  area.  While  the  current  production  of  field 
grown  flowers  in  that  area  is  small  all  necessary  conditions 
are  present  to  permit  rapid  expansion  as  soon  as  regular 
air  freight  service  at  reasonable  rates  is  available. 

Fishery  products  for  the  Louisiana  area  for  1945 
amounted  to  approximately  77  million  pounds,  with  more 
than  90  percent  of  this  total  being  shellfish.  The  soft  shell 
crab,  a  stage  in  the  development  of  the  hard  shell  crab,  is 
the  best  air  candidate  of  this  group  and  the  size  of  the 
catch  could  be  increased  considerably  beyond  the  1945 
catch  of  46,500  pounds  as  demand  of  new  markets  required. 

The  Texas  area  is  a  winter  garden  section  of  the  country 
with  a  great  potential  for  expansion  of  its  agricultural 
and  horticultural  produce.  Gulf  fishery  products  for  1940 
were  in  excess  of  19  million  pounds,  80  percent  of  which 
were  shellfish,  principally  shrimps.  Through  the  three 
customs  districts  of  Sabine,  Galveston,  and  Laredo  in  1942 
flowed  imports  valued  at  123  million  dollars  and  exports 
of  nearly  264  million  dollars. 
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The  California  area  is  the  largest  year  round  exporter 
of  agricultural  produce  in  the  United  States.  Its  agricul¬ 
tural-industrial  unbalance  almost  directly  complements 
that  of  the  Northeast  area.  Movement  of  field  grown 
flowers  from  this  area  has  been  an  important  source  of  air 
freight  and  shows  promise  of  expansion. 

The  ports  of  San  Francisco  and  Los  Angeles  are  im¬ 
portant  gateways  to  the  Orient.  The  1942  exports  valued 
in  excess  of  538  million  dollars  and  imports  in  excess  of 
196  million. 

The  Northwest  area  is  a  net  exporter  of  fruits  and  vege¬ 
tables  and  an  importer  of  industrial  products  as  shown  in 
the  earlier  tabulations.  The  fishing  industry  is 
22873  large  in  this  area,  having  a  total  catch  of  over  200 
million  pounds  in  1942.  Crabs  and  oysters  accounted 
for  almost  23  million  pounds  and  most  of  the  balance  of  the 
catch  is  processed  before  shipment.  Data  for  1945  showed 
that  763  carloads  of  fresh  fish  were  shipped  by  rail  express 
as  compared  with  596  carloads  that  travelled  by  freight. 

Foreign  trade  in  considerable  volume  flows  through  the 
large  ports  of  Seattle  and  Portland  in  this  area.  Figures 
for  1942  show  exports  valued  at  244  million  dollars  and  im¬ 
ports  amounting  to  nearly  59  million. 

Studies  published  during  1944  by  the  Transportation 
Unit  of  the  Bureau  of  Foreign  and  Domestic  Commerce 
in  the  U.  S.  Department  of  Commerce  relating  to  air¬ 
freight  potential  between  the  United  States  and  certain50 
Latin  American  countries  were  received  in  evidence.  This 
study  used  1939  export-import  data  and  applied  criteria 
of  (1)  value  per  pound,  (2)  perishability,  (3)  fragility, 
and  (4)  style  factor,  including  obsolescence  to  determine 
the  air  potential.  The  estimated  potential  at  rates  prevail¬ 
ing  in  1944  was  106,792,301  pounds  representing  16.1  per- 

50  Countries  included  were  Argentina,  Brazil,  Colombia,  Peru,  Uruguay, 
and  Venezuela. 
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cent  of  total  value  of  exports  and  31,234,426  pounds  of  im¬ 
ports  equaling  3.3  percent  of  the  import  trade  value. 

From  1923  to  1925  rail  LCL  shipments  and  express  de¬ 
clined  37  percent  while  the  trucking  industry  w'as  expanding 
rapidly.  U.  S.  Airlines  refers  to  the  study  made  by  the 
Federal  Coordinator  of  Transportation,  published  as  the 
Merchandise  Traffic  Report,  1933,  in  support  of  its  con¬ 
tention  that  airfreight  offers  all  of  the  advantages  which 
shippers  stated  as  their  reasons  for  using  trucks  in  prefer¬ 
ence  to  rail  LCL  or  express. 

The  report  gave  “faster  service”  as  the  principal  reason 
for  preferring  trucks.  The  second  most  common  reason 
for  such  preference  was  “pick-up  and  delivery  service”, 
and  the  third  a  “more  flexible  and  convenient  service.” 
Principal  reason  reported  for  not  using  trucks  was  the 
trucker’s  lack  of  responsibility.  There  was  no  Federal 
regulation  of  motor  carriers  at  that  time. 

22874  Air  Cargo  Transport  Corporation  (Air  Cargo 
Transport)  was  organized  under  the  laws  of  the 
State  of  New  Jersey  on  March  12,  1945,  for  the  purpose 
of  carrying  property  by  air.  It  has  operated  since  Febru¬ 
ary  1946  as  a  nonscheduled  carrier  of  property  under  sec¬ 
tion  292.1  of  the  Economic  Regulations  and  as  a  contract 
carrier.  Operations  have  extended  throughout  the  United 
States. 

President  and  treasurer  of  Air  Cargo  Transport  is  H. 
Roy  Penzell.  He  was  operating  as  a  free  lance  designer 
and  later  became  vice-president  of  A.  S.  Wildey  Corp.,  an 
advertising  firm.  As  head  of  his  own  corporation  he  was 
active  for  General  Electric  and  others  at  the  World  Fair. 
He  currently  owns  an  enterprise  known  as  “Sports  Vogue”. 
Mr.  Penzell  began  flying  in  1933  and  holds  a  pilot  license. 
He  served  as  a  squadron  commander  with  the  C.  P.  T. 
Since  the  organization  of  Air  Cargo  Transport  he  has  de¬ 
voted  most  of  his  time  to  its  affairs.  He  also  is  president 
and  sole  director  of  Hudson  Airlines,  Inc.,  an  applicant 
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in  the  Middle  Atlantic  Area  Case61  which  sought  authoriza¬ 
tion  for  the  carriage  of  persons,  property,  and  mail  over 
routes  in  New  York,  New  Jersey,  and  Pennsylvania. 

The  offices  of  executive  vice  president  and  secretary  were 
vacant  at  the  time  of  hearing.  Mr.  Marvis  Fickett  is  gen¬ 
eral  manager  and  assistant  secretary.  He  assumed  those 
duties  October  15,  1946,  having  been  associated  with  the 
company  prior  to  that  time  in  an  advisory  capacity.  Mr. 
Fickett  received  training  in  aeronautical  engineering  and 
meteorology  at  Massachusetts  Institute  of  Technology.  He 
has  served  with  Northeast  Airlines  for  2  years  as  a  radio 
operator,  in  airways  traffic  control  at  Pittsburgh  for  6 
months,  with  Northeast  for  2  years  as  dispatcher, 
22875  and  for  4%  years  with  Colonial  Airlines  as  chief 
flight  superintendent.  During  his  period  wnth  Colon¬ 
ial  he  was  in  charge  of  their  contract  cargo  division  which 
operated  a  period  of  2  years  for  the  Air  Transport  Com¬ 
mand. 

Mr.  Harold  Herzog,  assistant  treasurer,  has  been  with 
the  applicant  since  January  1946  as  chief  accountant.  He 
was  also  employed  for  a  period  of  3  years  with  a  manufac¬ 
turing  concern  as  chief  accountant  and  office  manager.  He 
served  as  a  pilot  with  the  Army  Air  Forces  for  3  years 
during  World  War  II. 

Directors  of  the  company  are  Mr.  Penzell,  Merrill  Man¬ 
ning,  a  partner  in  the  law  firm  of  Cadwalder,  Wickersham 
and  Taft,  Malcom  Minor,  a  partner  in  the  investment  firm 
of  Pyne,  Kendall  and  Hollister,  Mr.  Smart,  president  of 
Bond-Goodwin,  William  Boss  of  Malone,  Ross  and  Phelps, 
Alexander  Westerman,  president  of  Hardy  Plastic  and 
Chemical  Company,  and  Mr.  De  Covery,  president  of  a 
manufacturing  company.  All  officers  and  directors  of  Air 
Cargo  Transport  are  citizens  of  the  United  States.  Based 
upon  his  examination  of  the  stock  transfer  records  the 


31  Docket  No.  674,  et  al.,  decided  February  19,  1948. 
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secretary  stated  that  more  than  75  percent  of  the  stock¬ 
holders  have  residence  addresses  within  the  United  States 
and  to  the  best  of  his  belief  are  citizens  of  the  United 
States. 

The  licensing  of  four  converted  C-47  aircraft  in  Febru¬ 
ary  1946  signalled  the  start  of  the  applicant’s  operations. 
The  operations  and  maintenance  has  been  at  Newark,  N.  J. 
All  modification  work  and  maintenance  has  been  handled 
by  the  company’s  personnel  in  its  own  shops.  At  one  time 
it  possessed  a  total  of  14  C-47  planes.  At  the  time  of  the 
hearing  this  number  had  been  reduced  to  8,  of  which  2  were 
owned  and  6  leased.  The  largest  number  of  personnel  em¬ 
ployed  at  any  time  was  184,  which  was  down  to  72  at  the 
time  of  the  hearing. 
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22877  Revenue  hours  increased  from  181  in  February 
1946  to  821  in  July,  the  sixth  month  of  operations. 

Plane  utilization  was  2.1  hours  per  day  for  September,  3.4 
hours  for  October,  and  5.3  hours  for  November.  Traffic 
carried  in  November  totaled  374,000  ton-miles  at  a  load 
factor  of  71  percent. 

Recent  rates  have  been  predicated  upon  a  basic  charge 
of  $80  per  flying  hour.  In  November  the  ton-mile  rate 
averaged  out  to  14.7  cents,  with  11  hours  out  of  a  total  of 
550  flown  empty. 

A  balance  sheet  prepared  as  of  November  30,  1946, 
showed  a  net  loss  of  $734,427  since  the  start  of  the  company. 
Recent  months  showed  a  net  loss  of  approximately  $40,000 
for  September  and  $15,000  for  October  and  an  adjusted 
operating  profit  for  November  of  about  $3,500. 

Air  Cargo  Transport  agreed  at  the  hearing  to  furnish 
a  supplemental  exhibit  giving  data  on  ton-miles  carried, 
load  factor,  and  plane  utilization  for  the  first  8  months  of 
1946  as  one  figure  and  similar  data  for  the  subsequent 
months  of  September,  October,  and  November,  also  profit 
and  loss  statements  for  September  and  October.  That  data 
has  not  been  received  by  the  examiners. 

This  applicant  proposes  service  to  24  cities  to  be  linked 
together  with  69  so-called  two  city  routes.  The  routes  pro¬ 
posed  are  as  shown  in  the  map  on  page  127a  and  as  de¬ 
scribed  in  the  appendix.  Actually,  the  carrier  feels  that 
an  area  type  flexible  service  is  necessary  to  a  full  develop¬ 
ment  of  the  air  freight  potential  and  would  prefer  a  certifi¬ 
cate  designating  only  general  areas.52  The  naming  of  the 
24  specific  points  and  69  routes  was  in  contempla- 

22878  tion  of  a  possible  lack  of  authority  in  the  Board 
to  grant  certificates  on  other  than  a  point-to-point 

basis. 


52  Certain  of  Air  Cargo  Transport's  exhibits  grouped  the  proposed 
points  in  the  following  areas:  New  England,  Middle  Atlantic,  Southern, 
Midwestern,  Southwestern,  and  Western.  Specific  boundaries  for  each  area 
were  not  given,  though  the  24  cities  were  named  as  to  area. 
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The  initial  plan  for  certificated  operations  contemplates 
the  use  of  20  DC-4  aircraft.  These  were  selected  as  repre¬ 
senting  the  most  economical  ship  which  can  be  practically 
utilized  for  domestic  air  freight  operations.  C-47  planes 
now  in  the  applicant’s  possession  would  be  retained  in  use 
until  an  adequate  fleet  of  DC-4’s  was  in  operation,  with 
perhaps  a  few  C-47’s  retained  for  short  haul  work.  All 
estimates  of  revenue  and  expense  were,  however,  based  on 
the  proposed  fleet  of  20  DC-4’s. 

Tentative  flight  frequencies  over  the  proposed  routes 
would  utilize  16  of  the  planes  approximately  12  hours  per 
day.  The  remaining  4  planes  would  be  in  maintenance  or 
reserve.  Schedules  would  be  established  by  the  carrier 
between  certificated  points  as  traffic  volume  warranted.  On 
the  basis  of  past  experience  it  is  estimated  that  it  would 
be  possible  to  run  regularly  on  certain  routes  from  the 
start,  but  as  to  other  points  traffic  would  have  to  be  de¬ 
veloped  with  advertised  service  making  stops  only  as  traffic 
required.  The  tentative  flight  frequencies  were  based  upon 
the  estimate  of  traffic  potential  and  given  minimum  round 
trip  frequencies  ranging  from  4  per  year  between  Indian¬ 
apolis  and  Miami  to  992  a  year  between  New  York  and 
Chicago.  Seven  routes  w’ould  receive  more  than  365  flights 
a  year  and  35  would  receive  less  than  1  flight  per  week  on 
the  average. 

Capital  required  to  effect  plans  for  certificated  opera¬ 
tions  was  estimated  by  the  president  of  the  company  at 
between  4  and  5  million  dollars.  Such  funds  would  be 
raised  by  a  public  stock  offering.  A  conditional  offer 
to  handle  the  necessary  financing  was  submitted  by  the 
firm  of  Pyne,  Kendall  and  Hollister,  who  has  handled  such 
matters  previously  for  this  applicant  and  others. 
22879  Items  requiring  new  capital  are  listed  as  20  DC-4 
aircraft,  108  engines  (28  spares),  96  propellers  (16 
spares),  24  aircraft  radio  (4  spares),  8  ground  radio  sta¬ 
tions,  24  dark  lifts,  4  tractors,  miscellaneous  office  equip¬ 
ment,  and  working  capital. 
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Air  Cargo  Transport’s  certificate  of  incorporation  con¬ 
templates  a  stock  structure  of  1  million  shares  of  a  par 
value  of  $1.  Stock  issued  and  outstanding  as  of  November 
30, 1946,  was  400,000  shares.  The  balance  sheet  of  that  date 
showed  current  assets  of  $169,196  and  current  liabilities 
of  $300,720.  Testimony  of  the  assistant  treasurer  and 
president  indicates  that  approximately  $152,000  would  be 
realized  from  issuance  of  additional  shares  of  stock  in 
December.  Of  this  amount  $30,020  is  presently  on  deposit 
in  a  New  York  bank  for  stock  subscriptions  not  yet  issued; 
$72,550  is  shown  as  notes  payable  to  founders  under  current 
liabilities  and  the  founders  have  agreed  to  accept  stock  at 
the  par  value  in  discharge  of  the  notes;  an  additional 
$50,000  was  indicated  forthcoming  from  the  founders  in 
return  for  additional  stock  at  par.  These  interim  financing 
plans  were  to  be  reflected  in  a  balance  sheet  as  of  Decem¬ 
ber  31, 1946,  to  be  filed  as  a  supplemental  exhibit.  As  indi¬ 
cated  previously,  no  such  exhibit  has  been  received  by  the 
examiners. 

Estimates  of  air  freight  potential  over  the  routes  pro¬ 
posed  by  the  applicant  were  worked  out  by  the  company’s 
research  staff.  The  most  likely  products  for  air  move¬ 
ment  follow  generally  the  items  indicated  in  other  appli¬ 
cant’s  estimates,  apparel,  sea  food,  agricultural  perish¬ 
ables,  flowers,  newspapers  and  magazines,  machine  tools 
and  parts,  and  drugs  and  chemicals. 

By  eliminating  the  cost  and  weight  of  crating  of  house¬ 
hold  furniture,  electrical  appliances,  and  ranges 
22880  the  carrier  estimates  a  substantial  potential  in  these 
items.  The  studies  show  that  current  handling  of 
such  times  is  by  pool-car  distribution.  By  eliminating  the 
crating  cost  of  about  $2  for  an  average  100-pound  item, 
the  crate  weight  of  35  to  40  pounds  and  the  pool-car  dis¬ 
tributor’s  charge  of  about  35  cents  per  hundred  pounds,  it 
is  shown  that  these  savings  make  it  more  economical  to 
ship  by  air  up  to  350  miles  at  a  20-cent  a  ton-mile  rate  and 
up  to  750  miles  at  a  1-cent  rate.  Bearing  out  their  study 
in  this  field  a  witness  cited  an  offer  by  a  large  furniture 
manufacurer  to  contract  for  the  carriage  of  900,000  pounds 
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a  day  for  long-distance  carriage  at  a  15-cent  rate.53  The 
offer  could  not  be  accepted  because  of  return  haul  problems. 

In  the  apparel  field,  in  addition  to  items  moving  for 
fashion  reasons,  the  applicant  estimates  a  large  potential 
in  men's  suits  which  can  move  more  profitably  by  air  on 
racks  and  hangers  simply  by  eliminating  a  25-cent  pressing 
cost  at  destination. 

Estimates  of  total  air  freight  potential  for  the  United 
States  were  based  upon  estimated  movements  of  air  ex¬ 
press  and  railway  express  for  1945  and  other  economic 
indices.  Total  air  movement  possible  of  diversion  from 
these  and  other  surface  transportation  means  was  esti¬ 
mated  and  a  judgment  factor  applied  to  take  care  of  new 
traffic.  Diversion  of  railway  express  traffic  of  20  percent 
was  anticipated.  Estimates  of  air  potential  were  further 
refined  for  four  different  rate  levels,  each  of  these  com¬ 
posed  of  a  short-haul  and  a  long-haul  rate,  with  500  miles 
as  the  dividing  line.  The  potential  estimates  to  be  realized 
in  5  to  10  years — are  as  follows : 

228S1 


Rate 

Cents  per  ton-mile 


Long 

Short 

Tons 

Average 

miles 

Ton-miles 

16 

20 

2,500,000 

450 

1,125,000,000 

13 

18 

3,900,000 

500 

1,950,000,000 

11 

16 

6,000,000 

600 

3,600,000,000 

10 

15 

8,500,000 

625 

5,312,500,000 

It  is  the  opinion  of  the  applicant  that  the  movement  of 
fresh  fruits  and  vegetables  will  be  relatively  minor  at  rates 
of  10  to  12  cents  a  ton-mile,  calling  for  only  10  to  15  planes 
for  about  6  months  of  the  year.  A  reduction  of  rates  to  8 
cents  a  ton-mile  according  to  the  carrier’s  estimates  would 
create  a  tremendous  increase  in  movement  of  such  produce. 

33  The  name  was  withheld  but  was  offered  to  be  furnished  to  the  Board 
on  a  confidential  basis. 
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A  separate  estimate  of  potential  over  the  routes  applied 
for  was  based  upon  point-to-point  tonnages  for  1945  for 
air  express  and  railway  express.54  Judgment  was  applied 
in  computing  traffic  to  be  diverted  and  new  traffic  which  air 
freight  would  develop.  At  a  rate  of  12  cents  a  ton -mile, 
the  proposed  rate,  a  total  traffic  of  493,677,395  ton-miles 
would  be  developed.  Revenue  estimates  were  computed  on 
the  premise  that  this  traffic  would  be  split  approximately 
five  ways,  giving  applicant  a  share  of  about  90  million  ton- 
miles  per  year.  Annual  revenue  would  be  approximately 
$10,800,000. 

Expenses  are  based  upon  annual  scheduled  mileage  of 
12.5  million,  a  95-percent  completion  factor,  and  allowing 
10  percent  of  revenue  hours  for  training  flights,  etc.  The 
breakdown  of  annual  expenses  follows: 


Item 

Cents  per 

Total  revenue  mile 

Flying  operation  . 

$3,290,950 

26.32 

Flight  equipment  maintenance.... 

2,450,000 

19.60 

Depreciation,  flight  equipment.... 

387,150 

3.09 

Ground  operations . 

2,365,016 

18.92 

Ground  equipment  maintenance, 
direct  . 

33,000 

0.26 

Equipment  maintenance,  indirect 

73,200 

0.58 

Traffic  and  sales . 

320,200 

2.64 

Advertising  and  publicity . 

85,000 

0.68 

General  and  administrative . 

180,080 

1.44 

Depreciation,  ground  equipment.. 

30,700 

0.24 

Financial  expenses  . 

60,000 

0.48 

Total . 

9,285,296 

74.25 

The  estimates  indicate  an  annual  profit  before 

taxes  of 

$1,514,704  for  the  full  scale  operation  proposed. 

54  A  witness  stated  that  this  data  was  furnished  the  company's  research 
staff  by  Railway  Express  Agency  upon  request.  Such  data  has  not  been 
published. 
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22883  C alas ia  A  ir  Transport ,  (Calasia)  formerly  known 
as  Air  Travel,  Inc.,  is  a  California  corporation 

organized  lor  the  purpose  of  conducting  an  air  freight 
operation  on  May  18, 1946.  Authorized  capital  is  $2,500,000 
divided  into  2,500,000  shares  of  $1  par  value.  At  the  time 
of  hearing  144,000  shares  of  stock  were  issued  and  out¬ 
standing,  all  of  which  were  paid  for  in  cash  at  par  value 
with  the  exception  of  50,000  shares  issued  to  the  president 
for  promotional  work  and  in  consideration  of  the  sale  to 
the  corporation  one  C-54  aircraft  obtained  by  him  under  his 
veteran's  priority.  A  permit  issued  by  the  Commissioner 
of  Corporations  of  California  approved  the  sale  and  is¬ 
suance  of  250,000  shares  of  stock  and  the  issuance  of 
50,000  options  for  stock  purchases  at  par  to  officers,  di¬ 
rectors,  and  employees  of  the  company.  No  such  options 
had  been  issued  to  the  date  of  hearing. 

President  of  Calasia  is  George  W.  Tompkins  who  also 
serves  as  treasurer  and  director.  He  formerly  was  em¬ 
ployed  as  accountant  and  auditor  for  several  firms  and 

has  also  held  office  as  executive  secretarv  of  the  Florida 

% 

Savings  and  Loan  League  and  later  as  secretary  of  the 
First  Federal  Savings  and  Loan  Association  of  St.  Peters¬ 
burg,  Fla.  From  1936  to  1938  he  served  as  executive  secre¬ 
tary  of  the  Greater  Miami  Airport  Association  and  the 
Miami  Air  Maneuvers.  In  1938  he  resumed  flying  activity 
and  received  his  commercial  license  in  1941.  As  a  member 
of  the  Naval  Reserve  he  was  called  to  active  duty  in  1942. 
In  approximately  4  years  of  service  with  the  Navy  he 
served  as  instructor  for  transcontinental  transport  opera¬ 
tions,  was  assigned  to  transpacific  transport  operations 
concerned  at  various  times  with  pilot  training,  mainte¬ 
nance  and  overhaul,  and  finally  as  chief  test  pilot  and 
operations  officer:  Upon  his  discharge  in  1946  he 

22884  organized  the  applicant  company. 

Harry  S.  Parker,  Jr.,  vice  president,  assumed 
that  office  some  time  between  the  time  exhibits  were  filed 
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and  the  date  of  hearing  and  no  statement  of  his  experience 
and  qualifications  was  submitted. 

Secretary  and  general  counsel  of  the  corporation  is 
Frederick  L.  Hewitt.  He  is  practicing  attorney  with  19 
years’  experience  as  an  economist  and  legal  advisor  to 
various  aircraft  manufacturers  and  domestic  air  carriers. 
Between  1942  and  1946  he  served  with  the  Navy  in  avia¬ 
tion  activities.  Mr.  Hewitt  currently  holds  the  office 
of  vice  president  of  Trans-Pacific  Airlines,  Ltd.  He  has 
served  as  attorney  and  general  counsel  for  the  applicant 
since  its  incorporation. 

Key  personnel  presently  employed  for  positions  of  chief 
engineer,  assistant  engineer,  chief  and  assistant  chief  pilot, 
and  cargo  manager  have  education  and  experience  qualify¬ 
ing  them  for  those  positions. 

For  the  development  of  a  market  research  program, 
E.  L.  Rada  was  employed  as  administrative  assistant  to 
the  president.  During  the  war  he  served  in  the  Navy  as 
statistical  planning  officer  with  a  squadron  working  on 
overhaul  and  maintenance  of  C-54  type  aircraft. 

The  directors  of  Calasia  are  Mr.  Tompkins,  Leon  Floss, 
Jr.,  president  of  Floss  &  Glikbarg,  Inc.,  automobile  dis¬ 
tributors,  Edgar  A.  Hills,  owner  of  Hills  Transportation 
Company,  a  trucking  concern,  and  Theodore  A.  Schmidt, 
operations  manager  of  the  Air  Transport  Division  of 
Matson  Navigation  Company.  Based  upon  personal  inves¬ 
tigation  and  inquiry  the  secretary  of  Calasia  stated  that 
all  officers,  directors,  and  stockholders  are  citizens  of  the 
LTnited  States. 

At  the  time  of  hearing  the  applicant  was  not  actively 
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engaged  in  air  freight  operations.  One  C-54  air- 
22886  craft  was  purchased  in  May  1946  which  was  out  of 
overhaul  and  conversion  in  July  of  that  year.  It 
made  one  transcontinental  survey  flight  over  the  routes 
proposed.  The  anticipated  availability  of  additional  sur¬ 
plus  C-54  aircraft  did  not  materialize,  however,  and  opera¬ 
tion  of  one  airplane  was  considered  impractical.  In  Sep¬ 
tember  1946  Calasia  leased  its  plane  to  Matson  Navigation 
Company  for  a  period  of  4  months.  The  availability  of 
additional  surplus  planes  of  this  type  was  still  uncertain 
at  the  time  of  the  hearing. 

Four  transcontinental  routes  are  proposed  which  would 
serve  the  cities  of  Los  Angeles,  San  Francisco,  Chicago, 
Boston,  New  York,  and  Philadelphia.  The  routes  are  de¬ 
scribed  in  the  appendix  and  shown  on  the  map  on  page 
135a.  The  construction  of  the  routes  is  such  that  service 
between  Chicago  and  east  coast  points  and  between  east 
coast  cities  other  than  Boston-Philadelphia  is  not  con¬ 
templated.  Route  mileage,  with  all  routes  passing  through 
Oklahoma  City  for  fueling,  totals  10,677. 

It  is  the  position  of  this  applicant  that,  by  limiting  its 
initial  service  to  long-haul  operations  between  major  traffic 
producing  centers,  the  interests  of  shippers  will  be  best 
served.  The  service  proposed  is  designed  to  secure  the 
most  efficient  utilization  of  the  type  aircraft  it  proposed  to 
employ.  The  economy  of  this  service,  unassisted  by  mail 
pay,  will  be  passed  on  to  the  shipper.  In  this  way  Calasia 
believes  that  the  growth  of  air  freight  will  be  best  pro¬ 
moted  and  that  future  improvements  in  equipment  and  a 
rising  demand  for  air  freight  service  will  permit  the  addi¬ 
tion  of  intermediate  points  and  a  profitable  rendition  of 
short-haul  service.  It  is  the  company’s  opinion  that  a 
regular  point-to-point  operation  is  necessary  to  build  traffic 
by  offering  shippers  a  dependable  service  of  established 
frequency. 

22S87  To  effectively  render  overnight  service  between 
the  proposed  points  the  applicant  plans  to  use  12 
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C-54B  type  ai  re  raft,  S  of  which  would  be  required  in  daily 
operations,  the  remaining  4  to  cover  maintenance  and 
standby.  Eastbound  flights  would  leave  daily  except  Satur¬ 
day,  3  from  San  Francisco  and  1  from  Los  Angeles.  West¬ 
bound  flights  would  leave  daily  except  Sunday,  2  from  New 
York,  1  from  Boston,  and  1  from  Chicago.  Ground  time  of 
2  hours  is  allowed  at  Los  Angeles  and  Philadelphia,  the 
only  two  intermediate  service  points,  and  30  minutes  is 
allowed  for  the  Oklahoma  City  fueling  stop. 

Capital  required  is  estimated  as  follows: 


Equipment 

Aircraft  equipment : 


Units  Value  of  unit 


Total 


Aircraft  (fullv  equipped) . 

12 

$200,000 

$2,400,000 

Aircraft  engines  (spares) . . 

20 

10,000 

200,000 

Aircraft  propellers  (spares) . 

7 

2,500 

17,50d 

Aircraft  radio  equip,  (spares) . 

2 

5,000 

10,00C 

Miscellaneous  flight  equipment . 

— 

— 

10,00C 

Flight  equip,  spare  parts  &  assemblies 

— 

— 

259,800 

Total  flight  equipment .  2,897,3m 


Ground  equipment: 

Shop  equipment  . 

Ramp  equipment . 

Motorized  vehicles  ... 
Furniture  &  fixtures 


50, 0C 
14, 0C 
28, 7C 
6,5C 


Total  ground  equipment .  99, 2C 

Total  investment  .  2,996,50 

Less  equipment  trust  funds .  1,733, Of 


Total  company  investment .  1,263,5' 

Working  capital .  1,236,51 


Total  company  capitalization .  2,500,0' 
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Total  personnel  required  for  the  operation  is  estimated 
at  274  consisting  of  40  flight  crews,  pilot  and  copilot,  147 
operations  and  maintenance  employees,  12  service  em¬ 
ployees,  10  in  traffic  and  sales,  and  25  general  officers  and 
administrative  personnel. 

228SS  Calasia  anticipates  no  need  for  interim  financing. 

It  will  raise  additional  capital  when  certificated,  or 
as  it  is  able  to  purchase  additional  aircraft,  through  sale 
of  the  authorized  stock.  A  balance  sheet  as  of  December 
31,  1946,  showed  an  undivided  profit  of  $1,834.  Current 
assets  were  $73,427  against  current  liabilities  of  $165,318. 

Estimates  of  revenue  and  expense  are  based  upon  an 
average  rate  of  12  cents  a  ton-mile,  90  percent  schedule 
completion,  factor  with  non-revenue  miles  equal  to  3  per¬ 
cent  of  revenue  miles  flown.  Pay  load  capacity  of  each 
plane  is  taken  as  10  tons  and  an  average  load  factor  of  75 
percent  is  used  in  revenue  estimates. 

All  flight  equipment  is  depreciated  over  a  3-vear  period. 
Residual  values  are  credited  to  aircraft  hulls  at  20  percent. 
Ground  equipment  consisting  of  shop  and  ramp  equipment, 
motorized  vehicle,  and  furniture  and  fixtures  is  depreciated 
on  an  average  in  slightly  under  3  years.  Pilot  pay  is  based 
on  the  ALP  A  formula  yielding  $750  a  month  for  pilots, 
$300  a  month  for  copilots.  The  AT  A  (Mentzer-Nourse) 
formulae  were  used  for  computing  maintenance  costs  where 
applicable  and  industry  experience  was  applied  for  other 
items.  Costs  so  derived  were  increased  by  20  percent  to 
allow  for  higher  costs  of  labor  and  materials  and  for  out¬ 
side  contracting  for  engine  overhaul. 

No  ground  radio  facilities  are  proposed  by  Calasia. 
Telephone  and  teletype  service  will  be  installed  at  each 
station.  Space  will  be  rented  at  each  station  for  officers, 
hangar,  and  storage.  Overhaul  space  will  be  rented  at  Oak¬ 
land  with  emergency  repair  facilities  at  other  points. 

Revenue  and  expense  estimates  are  summarized  as  fol¬ 
lows  : 


Y  AVAILABLE 
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228S9 


Cargo  revenue  . 

Annual 

total 

$5,413,860 

Cents  per 
revenue  mile 

90.0 

Flving  operations . 

2,016,509 

33.5 

Flight  equipment  maintenance.... 

923,963 

15.3 

Depreciation — flight  equipment.... 

762,250 

12.7 

Total  aircraft  operations 

3,702,722 

61.5 

Ground  operations  . 

302,046 

5.0 

Ground  equipment  maintenance.... 

11,000 

0.2 

Equipment  maintenance — indirect 

62,985 

1.0 

Traffic  &  sales  (incl.  advertising) 

419,064 

6.9 

General  and  administrative . 

180-,813 

3.0 

Depreciation — ground  equipment 

36,733 

0.6 

Total  ground  and  indirect 

1,012,641 

16.7 

Total  operating  expenses . 

4,704,583 

78.2 

3%  interest  on  $1,733,300  equip¬ 
ment  trusts  . 

52,000 

0.9 

Total  . 

4,756,583 

79.1 

Net  revenue . 

657,277 

10.9 

Mr.  John  Howard  Payne,  a  consulting  economist,  was 
employed  by  fhe  applicant  to  analyze  the  air  freight  po¬ 
tential  over  the  routes  proposed.  Since  1930  Mr.  Payne  has 
worked  on  statistical  and  economic  analyses  with  several 
private  firms  and  Government  agencies.  He  established  his 
own  office  in  Washington  in  June  1944. 

An  overall  picture  of  the  national  freight  movement  for 
the  year  1939  was  obtained  from  the  published  studies  of 
the  Board  of  Investigation  and  Research  to  furnish  a  per¬ 
spective  or  background  for  the  air  potential  estimate.  Total 
freight  moving  in  1939  by  all  forms  of  surface  transporta¬ 
tion  was  1,882,092,000  tons  originated  and  1,835,133,000 
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tons  terminated.  A  breakdown  of  the  total  tonnage 
originated  by  major  commodity  classification  and  by  carrier 
agency  gives  a  broad  indication  of  products  moving  by  the 
different  means: 

Originated  tonnage  (000.000) 

Manufac- 

Products  tured  and  Products  Products  Animals 


Carrier  of  miscel-  of  of  and 

agency  mines  laneous  agriculture  forests  products  Total 

lil  .  528.7  259.1  92.5  59.4  15.2  954.9 

aterwav .  226.0  124.0  9.1  25.3  2.2  387.5 

ghway .  32.9  201.9  54.5  24.3  37.5  351.1 

peline .  177.4  11.2  0  0  0  188.6 

Total .  965.0  597.1  156.1  109.0  54.9  1,882.1 

22S90  Ton-mile  figures  for  the  various  carrier  agencies 


in  1939  totaled  335,375  million  (49  percent)  for 
rail;  259,114  million  (38  percent)  for  waterway;  40,195 
million  (6  percent)  for  highway,  and  46,103  million  (7  per¬ 
cent)  for  pipeline. 

An  estimate  of  the  air  freight  potential  over  the  routes 
of  Calasia  was  made  on  the  basis  of  rail  freight  data.  Total 
carlot  freight  movements  in  1941  were  analyzed  to  deter¬ 
mine  those  ICC  commodity  classifications  which  reason¬ 
ably  include  a  substantial  portion  of  air  candidates.  Of 
such  classification  28  were  selected  which  represented  in 
1941  10.6  percent  of  total  carlot  freight.53  Figures  for  car- 

55  The  28  commodity  classifications  are  (1)  oranges  and  grapefruit,  (2) 
lemons,  etc.,  (3)  apples,  (4)  bananas,  (5)  berries,  (6)  cantaloupes  and 
melons,  N.  O.  S.,  (7)  grapes,  (8)  peaches,  (9)  fruits  (domestic),  (10) 
fruits  (tropical),  (11)  tomatoes,  (12)  vegetables,  (13)  fresh  meats,  (14) 
poultry  (live),  (15)  poultry  (dressed),  (16)  eggs,  (17)  butter,  (1$)  wool, 
(19)  animal  products,  (20)  machinery,  etc.,  (21)  agricultural  implements 
and  parts,  (22)  tractors  and  parts,  (23)  automobiles  and  autotrucks,  K.  IX, 
and  parts,  N.  O.  S.,  (24)  automobile  and  autotruck  tires,  (25)  furniture, 
metal,  (26)  furniture,  other  than  metal,  (27)  beverages,  (28)  manufacture, 
and  miscellaneous. 
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lot  movement  in  the  28  classifications  between  the  States 
to  be  connected  by  the  applicant’s  routes  were  obtained 
from  the  Board  of  Investigation  and  Research  survey. 
Those  data  indicate  that  the  classification  “manufactures 
and  miscellaneous”  represents  approximately  85  percent 
of  carlot  tonnage  westbound ;  the  single  classification 
“fruits  and  vegetables”  represents  an  equal  percentage  of 
the  eastbound  traffic. 

Other  data  from  the  above  studies  show  that  LCL  ton¬ 
nage  in  1939  equalled  1.5  percent  of  carlot  tonnage  and  LCL 
revenue  was  6.6  percent  of  carlot  revenue.  Rail  express 
traffic  volume  was  taken  as  0.25  percent  of  total  carlot 
tonnage  as  indicated  in  the  published  reports  of  Air  Cargo, 
Inc. 

22891  The  estimate  of  the  amount  of  diversion  from 
carlot,  LCL,  and  rail  express  traffic  between  the 
points  applied  for  was  drawn  from  rate  comparisons.  A 
demand  curve  for  air  freight  was  constructed  showing  the 
percentage  of  total  traffic  that  would  move  via  air  at  differ¬ 
ent  air-surface  rate  ratios.  Significant  points  on  the  curve 
indicate  that  at  the  same  rate  55  percent  of  the  traffic  will 
go  by  air;  when  air  rates  are  1.5  times  surface  rates  20  per¬ 
cent  will  move  by  air,  and  at  a  2-to-l  rate  ratio  8  percent 
of  the  total  traffic  will  fly. 

Considering  rates  of  12  cents  a  ton-mile  by  air,  as  pro¬ 
posed  by  Calasia,  2  cents  a  ton-mile  for  carlot  traffic,  8  cents 
a  ton-mile  for  LCL,  and  10  cents  a  ton-mile  for  railway  ex¬ 
press,  the  indicated  diversion  to  air  is  1.5  percent  of  carlot 
movement,  20  percent  of  LCL,  and  3S  percent  of  rail  ex¬ 
press.  Applying  these  percentages  to  the  1941  figures  for 
movement  of  the  28  commodity  groups  between  States  to 
be  served  by  the  applicant  for  carlot  traffic,  and  to  total  in¬ 
dicated  1941  LCL  and  railway  express  traffic  between  those 
States  gives  an  annual  air  potential  westbound  of  2S,241 
tons  and  eastbound  of  95,549  tons.  Reduced  to  a  daily 
figure  for  a  6-dav  per  week  operation  potential  tonnage  is 
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90.2  westbound  and  305.2  eastbound.  The  operation  pro¬ 
posed  by  the  applicant  would  carry  30  tons  each  way  daily 
on  approximately  one-third  of  the  westbound  and  one-tenth 
of  the  eastbound  potential  estimated. 

Bureau  of  the  Census  data  showing  imports  and  exports 
by  air  through  points  proposed  by  Calasia,  for  the  first  5 
months  of  1946  were  submitted  for  the  primary  purpose 
of  showing  the  rate  of  growth  of  such  traffic.  Exports  for 
May  were  approximately  three  times  as  great  as  in  Janu¬ 
ary  and  imports  expanded  more  than  five  times  in  that 
period.  Incoming  traffic  totalled  94  tons  and  outgoing  477 
tons  for  the  5-month  period. 

22892  Flamingo  Air  Service ,  Inc was  incorporated  un¬ 
der  the  laws  of  the  State  of  Delaware  on  December 
31,  1945.  Its  application  in  this  proceeding  proposes  a 
property  and  mail  or  property  only  service  in  the  area  east 
of  the  Mississippi  River.  The  authorized  stock  of  the  com¬ 
pany  is  300,000  shares  each  of  $1  par  value.  Stock  issued 
and  outstanding  at  the  time  of  hearing  was  195,000  shares. 
An  additional  30,000  shares  of  founders  stock,  and  20,000 
warrants  for  purchase  of  shares  at  $1.60  until  April  9, 
1951,  are  in  escrow’  for  distribution  to  the  three  founders 
at  such  time  as  dividends  may  be  paid  to  other  stock¬ 
holders.  The  three  founders  are  Robert  W.  Bowen,  Ber¬ 
nard  C.  McMahon,  Jr.,  and  John  L.  Stenback. 

Principal  officers  and  directors  of  the  company  are  E.  L. 
G.  Grabenstatter,  president,  R.  W.  Bowen,  executive  vice 
president,  B.  C.  McMahon,  Jr.,  vice  president  in  charge  of 
sales,  and  J.  L.  Stenback,  secretary-treasurer.  Each  officer 
is  also  a  member  of  the  board  of  directors.  Other  directors 
are  Howard  S.  Hoit  of  the  investment  firm  of  Hoit,  Rose 
and  T roster  and  Thomas  M.  McGowran.  A  seventh  member 
of  the  Board  was  yet  to  be  appointed  as  at  the  time  of  the 
hearing.  All  present  officers  and  directors  of  Flamingo  are 
citizens  of  the  United  States.  Based  upon  personal  exami¬ 
nation  of  the  stock  records  the  secretary  testified  that  98 
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percent  of  the  outstanding  shares  are  registered  in  the 
names  of  residents  of  the  United  States,  and,  to  the  best  of 
his  knowledge  and  belief,  all  stock  is  owned  and  controlled 
by  citizens  of  the  United  States. 

Mr.  Grabenstatter  is  serving  as  president  of  the  com¬ 
pany  without  compensation  until  such  time  as  the  appli¬ 
cant  may  be  certificated.  He  is  a  partner  in  the  investment 
firm  of  Hoit,  Rose  and  Troster  which  handled  the  original 
stock  offering  for  Flamingo  and  has  since  assisted  in  se¬ 
curing  loans.  Mr.  Grabenstatter  has  been  with  several  in¬ 
vestment  banking  firms  in  Buffalo  and  New  York  City 
since  1928.  In  1935  he  became  a  partner  of  the  firm 
22893  O’Brian,  Mitchell  and  Company  which  specialized 
in  aircraft  and  airline  securities  and  acted  as  joint 
underwriters  for  Pennsylvania  Central  Airlines  Corp.,  and 
Bell  Aircraft  Corp.  During  the  war  Mr.  Grabenstatter 
served  for  over  2  years  on  foreign  duty  with  the  American 
Red  Cross.  He  assumed  the  office  of  president  of  Flamingo 
about  September  28,  1946,  upon  the  request  of  the  company 
for  experienced  managerial  assistance.  He  is  devoting  100 
percent  of  his  time  to  that  office.  His  services  are  being 
made  available  by  the  firm  of  Hoit,  Rose  and  Troster  to 
aid  the  sound  development  of  Flamingo  and  to  protect  the 
interests  of  the  firm’s  clientele  who  hold  Flamingo  stock. 

R.  W.  Bowen,  executive  vice  president,  was  employed 
from  1935  to  1940  by  various  investment  banking  and 
brokerage  firms  in  Miami.  From  1940  to  1942  he  was  em¬ 
ployed  by  Pan  American  Airways,  Inc.,  at  Miami  as  air 
express  representative  and  later  served  as  liason  repre¬ 
sentative  between  that  company  and  the  Air  Transport 
Command  in  matters  relating  to  military  air  freight.  In 
1943  he  served  with  ATC  in  a  civilian  capacity  as  assistant 
chief  of  air  cargo  in  Miami.  In  1944  and  1945  Mr.  Bowen 
worked  with  Pan  American — Grace  Airways  in  South 
America  and  later  with  Pan  American  in  Miami.  For  about 
6  months  during  1945  he  served  as  Miami  representative 
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for  Page  Airways  concerned  with  traffic  development  and 
equipment  inspection  and  procurement.  Since  October  of 
that  year  he  has  devoted  full  time  to  the  organization  of 
the  applicant  company. 

B.  C.  McMahon,  Jr.,  vice  president  in  charge  of  sales, 
conducted  his  own  insurance  agency  for  2  years  in  Morris¬ 
town,  N.  J.  He  subsequently  went  on  active  duty  as  a  com¬ 
missioned  officer  in  the  Marine  Corps  and  served  from  1935 
to  1938. 

Mr.  McMahon’s  aviation  experience  dates  from  May 
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1938,  when  he  accepted  employment  with  Airlines 

22895  Ticket  Agency  in  New  York  City  as  a  traffic  repre¬ 
sentative  handling  space  for  all  airlines  in  and  out 

of  New  York.  From  April  1940  to  May  1941  he  was  em¬ 
ployed  as  a  traffic  representative  for  American  Airlines, 
Inc.  Beginning  in  May  1941  Mr.  McMahon  was  on  leave  of 
absence  from  American  Airlines  at  the  request  of  the  Air 
Transport  Association  and  for  the  next  year  served  in 
Washington,  D.  C.,  with  the  Air  Transport  Command, 
Priorities  Division,  as  a  special  representative  to  the  Air 
Transport  Association  in  establishing  and  operating  the 
priorities  procedure  for  the  control  of  transportation  of 
cargo  and  passengers.  The  following  year  he  was  assigned 
to  the  Air  Transport  Command  in  Miami,  as  special  con¬ 
sultant  and  traffic  manager  for  air  cargo  in  the  A.  T.  C., 
Atlantic  Division.  In  May  1943  he  was  commissioned  a 
first  lieutenant  in  the  U-  S.  M.  C.  as  operations  officer  in  a 
transport  air  group.  He  was  assigned  duty  at  various 
points  in  the  United  States  and  later,  having  been  promoted 
to  a  captain,  served  in  the  Pacific  area  as  operations  officer 
of  a  combat  air  cargo  unit  base  on  Saipan.  He  served  in 
this  capacity  until  his  discharge  in  October  1945.  Since 
January  1946  he  has  been  associated  with  Flamingo. 

Secretary-treasurer  of  Flamingo  is  John  L.  Stenback. 
From  1938  until  1941  he  established  and  operated  a  per¬ 
sonal  finance  company  in  Sterling,  Colo.,  and  during  this 
time  obtained  his  private  pilot  license  and  an  aircraft 
mechanics  license.  From  1941  to  1943  he  received  employee 
pilot  training  and  served  as  copilot  for  TWA.  For  the  next 
2  years  he  was  employed  as  a  pilot  by  Pan  American — 
Grace  Airways.  From  March  1945  to  February  1946  he 
was  in  military  service  on  duty  with  the  Air  Transport 
Command  in  Washington.  He  has  held  his  present  office 
with  Flamingo  since  his  discharge  from  service. 

22896  Total  employees  at  the  time  of  hearing  numbered 
30,  consisting  of  13  pilots  and  copilots,  1  mechanic 
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and  an  operations  agent  at  Teterboro,  3  salesmen,  1  each 
at  New  York,  Avion  Park,  and  Miami,  and  administrative 
personnel.  Six  of  the  captains  hold  ATE  ratings  and  other 
flight  personnel  commercial  ratings.  Maintenance  is  han¬ 
dled  on  a  contract  basis  with  J.  A.  McShane  doing  business 
as  the  Flamingo  Maintenance  and  Modification  Center. 

Flamingo  purchased  six  surplus  C-47  airplanes  early  in 
1946.  The  first  revenue  flights,  following  conversion  of  the 
planes,  were  made  on  May  23,  1946.  The  operations  were 
devoted  entirely  to  the  carriage  of  property.  Ton-miles 
carried  from  the  start  of  operations  through  December  25, 
1946,  are  as  follows: 


Ton-miles 

Ton-miles 

Mav . 

.  3,036 

September  . 

.  70,284 

June  . 

.  12,601 

October . 

.  59,957 

July . 

.  21,519 

November  . 

.  68,009 

August  . 

.  23,635 

December . 

.  104,576 

Operations  have  been  in  the  area  east  of  the  Mississippi, 
principally  along  the  eastern  coast.  Many  operations  have 
extended  to  Cuba  and  a  few  to  Canada.  Items  carried  in¬ 
clude  avocadoes,  pineapples,  berries,  lobsters,  newspapers, 
clothing,  general  merchandise,  radios,  machinery,  glasses, 
furniture,  advertising  materials,  cigarettes,  flowers,  and 
perfume. 

A  statement  of  income,  profit,  and  loss  as  of  September 
30,  1946,  showed  a  net  loss  since  the  start  of  the  corpora¬ 
tion  of  $120,955.  Further  losses  were  incurred  in  October, 
November,  and  December  of  $20,500,  $13,920  and  $5,722 
respectively.  A  balance  sheet  of  December  31,  1946,  shows 
a  deficit  of  $80,098,  with  current  liabilities  of  $92,818  as 
against  current  assets  of  $27,615. 

In  December  1946,  Flamingo  leased  two  of  its  aircraft  to 
Mutual  Aviation,  Inc.,  for  a  period  of  90  days. 
22897  Flamingo  has  made  application  in  the  alternative 
for  six  routes  or  four  areas.  Both  proposals  con- 
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cera  the  area  generally  east  of  the  Mississippi  and  request 
authority  to  carry  property  and  mail.  Named  termini  of 
the  six  fixed  routes  are  Boston-Miami,  Miami-New  Orleans, 
New  Orleans-Chicago,  Miami-Detroit,  New  Orleans-New 
York,  and  New  York-Chicago.  Intermediate  points  on  these 
routes  total  124.  The  same  routes  could  be  operated  with 
the  exception  of  a  few  intermediate  points  if  the  areas 
requested  were  authorized.  The  routes  and  areas  applied 
for  are  more  particulary  described  in  the  appendix  and 
are  portrayed  in  the  map  on  page  143a. 

At  the  hearing  several  officers  of  the  company  testified 
that  they  would  prefer  authorization  on  the  basis  of  the 
six  routes  rather  than  the  areas.  The  essential  difference 
between  the  operations  would  be  that  with  the  routes  pro¬ 
posed  the  terminal  points  would  be  fixed.  Any  point,  under 
the  area  proposal,  and  any  intermediate  point  under  the 
route  proposal,  would  receive  service  only  when  traffic 
demands  warranted.  Flamingo  characterizes  its  proposal 
as  a  regional  short-haul  service.  With  a  regular  service 
between  fixed  terminals  it  believes  that  the  public  con¬ 
venience  and  necessity  require  the  authorization  to  carry 
mail  between  those  points.  A  certificate  without  mail 
authorization  would,  however,  be  accepted. 

The  presently  owned  C-47’s,  with  4  additional,  or  a 
total  of  10,  are  proposed  for  use  in  initial  certificated 
operations  until  such  time  as  traffic  warrants  the  use  of 
larger  equipment.  While  recognizing  that  other  planes 
available  might  offer  more  economical  operation  than  the 
C-47,  Flamingo  takes  the  position  that  the  comparative 
initial  investment  in  larger  planes  makes  their  use  im¬ 
practical  in  an  experimental  operation  which  antici- 
22898  pates  initial  losses. 

Tentative  schedules  submitted  in  evidence  showed 
daily  operations  both  ways  over  each  of  the  six  routes. 
Allowance  of  from  1  to  3  hours  was  made  on  flight  time 
to  take  care  of  indirect  flying  to  pick  up  intermediate  points 
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and  from  1  to  2  hours  per  route  were  allowed  for  ground 
time  at  the  intermediate  points.  Such  allowances  antici¬ 
pate  an  average  of  two  and  a  maximum  of  four  inter¬ 
mediate  stops  per  route  flight.  Eight  aircraft  would  be 
utilized  an  average  of  approximately  13  hours  per  day  by 
this  schedule.  Two  aircraft  would  be  spares  to  cover  main¬ 
tenance  time  and  standby.  Tentative  weight  minimums  for 
stops  at  the  intermediate  points  were  stated  as  500  pounds 
between  a  terminal  and  an  intermediate  point,  1,000  pounds 
between  intermediate  points. 

Equipment  presently  owmed  by  Flamingo,  includes  six 
C-47  cargo  planes  with  accessories,  spare  engines,  and 
propellers,  one  single-engine  Fairchild  plane,  link  trainer, 
one  station  wagon  and  one  truck,  hangar  shop  and  ramp 
equipment,  office  furniture  and  equipment,  and  materials 
and  supplies,  having  a  total  value  of  $213,769.  Additional 
equipment  estimated  to  be  required  for  the  certificated 


operation  proposed  is  as  follows: 

Item  Cost 

Aircraft  C-47 (4)  (with  engines  and  propeller)  $139,980 

Spare  engines .  24,932 

Spare  propellers .  5,400 

Aircraft  radio  .  10,600 

Hangar  and  shop .  1,943 

Ramp  and  office .  3,000 

Spare  parts — aircraft .  2,552 

Spare  parts — engines .  1,831 

Spare  parts — inst.  &  accessory .  4,581 

Spare  parts — aircraft  radio .  956 

Furniture  and  office  equipment .  1,663 

Miscellaneous  .  8,209 


Total 


$205,647 
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22899  Required  working  capital  is  taken  as  3  months7 
estimated  operating  costs,  or  $653,972,  giving  addi¬ 
tional  total  capital  required  of  $859,619. 

Ground  radio  was  not  included  in  equipment  required. 
Freight  handling  equipment  was  planned  initially  only  for 
the  terminal  points.  Agents  and  freight  handling  at  inter¬ 
mediate  points  is  proposed  on  a  contract  basis  with  other 
transportation  companies,  freight  forwarders,  or  fixed- 
base  operators. 

A  conditional  commitment  for  raising  the  additional 
capital  required  was  presented  in  a  letter  from  the  firm 
of  Hoit,  Rose  and  Troster.  A  tentative  plan  of  stock  offer¬ 
ing  contemplated  the  sale  of  5  percent  preferred,  non- 
cumulative  stock  and  $1  par  value  common  stock,  each 
in  such  amounts  as  to  raise  one-half  of  the  required  capi¬ 
tal,  the  preferred  stock  would  have  a  5-year  option  for 
conversion  to  common  at  three  shares  of  common  to  one 
of  preferred. 

Estimates  of  costs  were  prepared  for  Flamingo  by  the 
aviation  consulting  firm  Air  Carrier  Supply  Corporation. 
Principal  officers  of  that  firm  have  each  had  15  or  more 
years  of  airline  experience.  Mr.  Edgar  P.  Odenwalder, 
a  member  of  the  firm,  sponsored  the  exhibits  relating  to 
costs.  He  has  been  in  aviation  since  1929  holding  various 
positions  in  the  treasury  department  of  American  Air 
Lines  and  later  serving  as  comptroller  of  Colonial  Air 
Lines.  He  became  a  member  of  Air  Carrier  Supply  Cor¬ 
poration  at  the  time  of  its  formation  in  1944. 

Cost  estimates  are  based  upon  scheduled  operations  as 
previously  indicated.  Scheduled  hours,  at  an  equivalent 
mileage  of  155  per  hour  and  for  a  365-day  operation  show 
annual  scheduled  miles  of  6,213,760.  A  schedule  completion 
factor  of  90  percent  was  anticipated.  Nonrevenue  miles 
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were  figured  as  1  percent  of  revenue  miles,  showing 
annual  miles  flown  of  5,648,307 ;  40  flight  crews 
22900  were  estimated  required  at  ALPA  rates.  Other 
personnel  estimates  were  as  follows:  50  for  opera¬ 
tions,  38  for  traffic  and  sales,  and  10  for  general  offices  and 
administrative,  or  a  total  of  178.  This  number,  however, 
does  not  include  maintenance  personnel.  Maintenance  of 
equipment  under  certificated  operations  will  be  continued 
on  a  contract  basis  as  at  present.  The  maintenance  con¬ 
tract  with  McShane  provides  in  essence  that  Flamingo 
will  furnish  shop  space  for  McShane’s  operation  and  in 
return  will  receive  a  priority  maintenance  service  on  its 
equipment  at  cost  of  labor  and  materials  plus  15  percent. 
Maintenance  costs  have  accordingly  been  estimated  upon 
the  basis  of  direct  costs  in  the  airline  industry  plus  15 
percent.  The  estimates  allow  for  turn-around  mainten¬ 
ance,  also  on  contract  basis  at  points  other  than  Avion 
Park.  Flamingo  cites  its  present  arrangement  with  Willis 
Air  Service  at  Teterboro  as  typical  of  its  intended  plans. 
Willis  now  furnishes  turn  around  service  and  freight 
handling  facilities  for  Flamingo  at  that  station  on  a  con¬ 
tract  basis. 

The  accounts  of  Flamingo  showed  no  depreciation  of 
flight  equipment  for  operations  to  the  time  of  hearing.  It 
was  testified  that  the  accounts  were  so  set  up  because 
Flamingo  anticipates  that  such  equipment  will  be  saleable 
at  its  undepreciated  book  value  at  such  future  time  as  it 
may  desire  to  dispose  of  these  aircraft.  The  cost  estimates 
covering  certificated  operation  did,  however,  include  de¬ 
preciation  on  all  equipment.  Aircraft  engines,  propellers 
and  aircraft  radio  were  depreciated  over  3  years  with  a 
10-percent  residual  value.  Other  depreciation  periods  were : 
station  equipment,  5  years,  hangar  and  shop  equipment  and 
furniture  and  fixtures,  10  years,  and  miscellaneous  and  auto¬ 
motive  equipment,  4  years. 
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The  summarized  estimate  of  costs  is  as  follows: 


Expenses 

Amount 

Cents  per  mile 

Flving  operations  . 

$1,237,928.62 

.219168 

Maintenance  . 

483,548.70 

.085610 

Ground  operations  . 

429,861.65 

.076105 

Traffic,  sales  and  advertising 

260,394.90 

.046101 

General  and  administrative.... 

77,236.90 

.013674 

Depreciation  —  flight  equip¬ 
ment  . 

111,S95.20 

.019810 

Depreciation  —  ground  equip¬ 
ment  . 

3,293.75 

.000583 

Total  . 

$2,604,159.72 

.461051 

Rates  proposed  by  Flamingo  range  from  16  to  21  cents 
per  ton-mile.  Gradation  is  based  upon  shipment  weight 
and  frequency  of  shipments  per  week.  For  example,  a 
single  shipment  of  over  5,000  pounds  w^ould  move  at  the 
16-cent  rate  as  would  five  or  six  weekly  shipments  of  500 
pounds  or  less,  but  a  single  shipment  of  500  pounds  would 
be  carried  at  the  21-cent  rate.  Other  combinations  of  ship¬ 
ment  weight  and  frequency  cover  the  rate  range.  The  rate 
scale  proposed  is  essentially  similar  to  the  contract  rate 
base  used  in  past  operations.  The  average  yield  in  those 
operations  has  been  approximately  17  cents  a  ton-mile.  No 
specific  estimate  of  revenues  was  submitted  by  Flamingo. 
The  break-even  load  factor  at  a  17-cent  rate  was  indicated 
as  approximately  79  percent. 

An  agreement  between  Flamingo  and  Air  Carrier  Sup¬ 
ply  Corporation  provides  for  furnishing  of  advisory  ser¬ 
vices  by  the  corporation  and  otherwise  assisting  in  estab¬ 
lishing  and  maintaining  Flamingo’s  operations  in  the  event 
it  is  certificated  as  a  result  of  this  proceeding.  Payment 
of  $10,000  a  year  for  such  services  is  stipulated  and  ap¬ 
propriate  provisions  made  in  Flamingo’s  cost  estimates. 
The  agreement  would  operate  a  minimum  of  2  years. 


402 


Examiners’  Report  Docket  810 

Mr.  John  Howard  Payne,56  consulting  economist,  was 
retained  by  Flamingo  to  prepare  and  present  an  economic 
analysis  of  the  traffic  potential  over  the  routes 
22902  proposed.  Of  the  six  routes  a  determination  of 
specific  air  freight  potential  was  made  only  for 
route  A,  the  Miami-Boston  route.  The  method  used  for 
measuring  that  potential  was  similar  to  that  previously 
detailed  for  the  routes  proposed  by  Calasia.  Briefly  sum¬ 
marized,  the  analysis  determined  historical  carlot,  LCL, 
and  rail  express  traffic  in  air  candidates  moving  between 
States  served  by  the  proposed  route,  constructed  a  demand 
curve  for  air  freight  on  the  basis  of  past  air-surface  rate 
ratios  and  comparative  traffic  volume  and  determined 
potential  air  freight  as  a  percentage  of  surface  freight  by 
spotting  the  proposed  rate  ratios  on  that  curve.  These 
indicated  penetration  and  generation  percentages  were 
then  multiplied  by  the  historical  surface  traffic.  The  re¬ 
sulting  annual  air  freight  potential  for  Flamingo’s  route 
A  is  approximately  71,000  tons  southbound  and  90,000  tons 
northbound.  Annual  terminal-to-terminal  capacity  with  one 
daily  C-47  schedule  would  be  about  1,275  tons  each  way. 
While  similar  estimates  were  not  made  for  the  remaining 
five  routes  Mr.  Payne  testified  that  in  his  opinion  a  general¬ 
ly  similar  large  surplus  of  potential  would  be  found  in 
excess  of  Flamingo’s  proposed  capacity. 

Extensive  data  relating  to  the  movement  of  agricultural 
products  between  the  areas  applied  for  were  submitted. 
Numerous  tables  showed  carlot  tonnage  originated  in  the 
various  States  broken  down  by  specific  product  and  month¬ 
ly  variation.  Each  State  was  further  analyzed  to  determine 
principal  agricultural  producing  counties,  showing  the  cov¬ 
erage  of  such  counties  by  the  points  proposed.  Carlot  un¬ 
load  data  for  the  same  products  and  shipments  in  principal 
cities  in  other  areas  were  given  to  show  community  of 
interest.  These  data  demonstrate  the  high  seasonal  vari- 

56  Mr.  Payne  also  presented  the  economic  studies  relating  to  the  appli¬ 
cation  of  Calasia.  His  qualifications  arc  set  forth  in  connection  with  that 
application. 
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ation  in  need  for  shipping  space  by  producers  of  agricul¬ 
tural  produce,  and  some  difference  in  the  months  of  peak 
demand  between  the  areas.  A  substantial  degree  of  inter¬ 
dependence  between  these  areas  for  agricultural  products 
is  also  evident. 

22903  The  Flying  Tiger  Line ,  Inc.,  formerly  known  as 
National  Skyways  Freight  Corporation,  was  in¬ 
corporated  in  June  1945  under  the  laws  of  the  State  of 
Delaware.  Principal  executive  offices  are  located  in  Los 
Angeles,  Calif.  Original  financing  was  by  issue  of  2,260 
shares  of  $100  par  value  which  stock  issue  was  equally 
subscribed  by  a  group  of  the  company's  associates  and  a 
group  of  California  businessmen.  Subsequent  financing 
revised  the  par  value  of  the  stock  to  $1  per  share,  author¬ 
ized  exchange  of  the  original  issue  at  the  rate  of  100  to  1, 
and  the  sale  of  500,000  additional  shares  of  new  stock  to 
the  public  at  $5  a  share.  At  the  time  of  this  public  offering 
each  of  the  original  subscribers  placed  four-fifths  of  their 
respective  shares  in  escrow  until  such  time  as  the  Corpo¬ 
ration  Commissioner  of  California  was  of  the  opinion  that 
the  company  had  justified  the  promotion.  The  stock  in 
escrow  is  only  limited  against  sale.  It  was  still  in  escrow 
as  of  the  date  of  hearing. 

The  board  of  directors  of  the  company  includes  Samuel 
B.  Mosher,  chairman,  Duncan  Shaw,  Allen  Chase,  Thomas 
J.  Sullivan,  James  Davidson,  Robert  W.  Prescott,  and 
Fred  A.  Miller.  Messrs.  Mosher,  Chase,  Sullivan,  and 
Davidson  were  among  the  original  businessmen  investors 
in  the  group.  The  qualifications  of  Mr.  Prescott  and  Mr. 
Miller,  both  officers  of  the  corporation  are  subsequently 
set  forth.  The  other  directors  are  officers  in  other  busi¬ 
nesses  and  organizations  representing  a  variety  of  in¬ 
terests. 

Robert  W.  Prescott,  president,  received  flight  training 
with  the  Navy  at  Pensacola.  After  graduation  in  1940  he 
was  commissioned  as  an  ensign  and  engaged  at  Pensacola 
as  an  instructor  until  September  1941.  At  that  time  he  re- 
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signed  his  commission  and  joined  the  American  Volunteer 
Group  and  saw  active  combat  flying  in  China.  With  dissolu¬ 
tion  of  that  unit  in  1942  he  served  as  a  pilot  with  TWA 
during  initiation  of  its  ATC  contract  service  across 
22904  the  North  Atlantic  and  South  Atlantic.  From 
November  1943  to  December  1944  he  served  as  a 
pilot  and  assisted  in  operations  with  China  National  Avia¬ 
tion  Corporation  transporting  supplies  from  India  to 
China  over  the  “hump”.  Upon  his  return  to  this  country 
he  went  with  Aerovias  Azteca  of  Mexico  in  charge  of  gen¬ 
eral  development  work.  Since  June  1945  he  has  devoted 
full  time  to  the  organization  of  the  applicant  company. 

G.  0.  Noville,  executive  vice  president  and  general  man¬ 
ager,  first  became  interested  in  aviation  in  1916.  He  was 
superintendent  of  U.  S.  Air  Mail  from  1919-1921.  In  1922 
he  acted  as  advance  representative  for  the  U.  S.  Army 
around-the-world  flight.  From  1923-1925  he  was  employed 
as  an  aeronautical  engineer  with  the  Vacuum  Oil  Company. 
The  following  2  years  he  served  in  a  capacity  of  executive, 
copilot,  and  flight  engineer  of  the  Byrd  north  pole  expedi¬ 
tion  and  Byrd  transatlantic  flight.  During  1926-1928  he 
was  with  the  Standard  Oil  Company  of  California  as  an 
aeronautical  engineer.  He  served  as  general  manager  of 
Hawaiian  Inter-Island  Airways  in  1929-1930.  From  1931- 
1935  he  returned  to  Admiral  Byrd’s  group  on  the  antarctic 
expedition.  The  following  2  years  he  held  the  office  of 
vice  president  of  Interstate  Aircraft  and  Engineering 
Corporation.  From  193S-1942  he  established  his  own  office 
as  an  aeronautical  consultant.  In  1942  he  became  vice 
president  and  general  manager  of  Cargair,  Inc.,  his  work 
culminating  in  making  special  survey  of  air  cargo  and 
ground  handling  facilities  for  four  major  airlines.  In  1945 
he  installed  a  12-plane  cargo  operation  for  Shell  Company 
of  Ecuador.  Prior  to  his  joining  the  Flying  Tiger  Line  in 
1946  he  was  employed  by  Asiatic  Petroleum  Corporation 
as  a  consultant. 
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Fred  A.  Miller,  vice  president  and  general  manager,  was 
formerly  employed  by  the  Goodyear  Tire  &  Rubber 
22906  Company  successively  as  a  salesman,  credit  man¬ 
ager,  store  manager,  branch  manager  for  the  Los 
Angeles  Harbor  area,  and  finally  district  manager,  super¬ 
vising  all  retail  and  wholesale  activities  in  a  large  section 
of  California.  In  1942  he  joined  the  Air  Technical  Service 
Command,  War  Department,  in  a  civilian  capacity  as 
chief  of  its  employment  branch  on  the  west  coast.  He  later 
became  civilian  personnel  director  for  this  district  and  still 
later  industrial  relations  director  and  consultant  for  the 
commanding  general  of  the  Western  Defense  Command  on 
administration  and  personnel.  He  resigned  that  position 
in  August  1945  to  assume  his  present  position  with  this 
applicant. 

Ralph  G.  Lockwood,  vice  president,  in  charge  of  en¬ 
gineering  and  maintenance  entered  the  Royal  Air  Force 
in  1916  and  saw’  active  service  in  France  until  April  1919. 
Upon  return  to  the  United  States  he  organized  Service 
Aviation  Company  w’hich  engaged  in  passenger  carrying 
and  exhibition  flying.  In  1920  he  entered  the  U.  S.  Army 
as  a  first  lieutenant  in  the  Air  Corps.  He  served  as  test 
pilot  in  the  engineering  division  of  the  Air  Corps  at  Mc¬ 
Cook  Field,  Dayton,  Ohio,  until  January  1928.  He  re- 
signedhis  commission  to  become  director  of  aeronautics 
in  the  Aeronautics  Branch  of  the  Department  of  Com¬ 
merce,  the  unit  which  preceded  the  CAA.  Resigning  from 
this  position  he  became  chief  engineer  of  Fairchil  Avia¬ 
tion  advancing  to  executive  engineer  in  1930  durng  which 
time  he  engaged  in  surveys  of  independent  airlines.  He 
developed  maintenance,  and  overhaul  and  flight  pro¬ 
cedures  during  the  expansion  of  American  Airlines,  and 
tor  a  time  served  as  chief  engineer  of  Eastern  Airlines. 
ITo  later  organized  the  Georgia  Air  Service  which  oper¬ 
ated  two  primary  training  schools  for  the  U.  S.  Army. 
He  was  called  to  active  duty  with  the  Army  Air  Forces 
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and  was  assigned  to  the  Pacific  theatre  where  he 

22907  was  engaged  in  the  establishment  of  operating 
bases  for  the  Air  Transport  Command.  After  ap¬ 
proximately  2 %  years  overseas  with  the  ATC  he  was 
transferred  to  the  Third  Air  Force  as  commanding  officer 
of  Hunter  Field,  Georgia.  Upon  his  discharge  from  the 
Army  in  1946  he  became  director  of  Maintenance  and 
Salvage  Division,  of  War  Assets  Administration  in 
charge  of  the  disposal  of  all  combat  type  aircraft.  He 
joined  the  applicant  in  January  1947  to  take  charge  of  the 
contact  operations  for  the  Air  Transport  Command. 

R.  P.  Hedman,  vice  president,  took  flight  training  with 
teh  Army  Air  Force  and  was  commissioner  a  second 
lieutenant  which  he  subsequently  resigned  to  join  the 
American  Volunteer  Group  in  China.  He  served  as  a 
flight  leader  until  that  group  was  disbanded  in  1942.  Im¬ 
mediately  thereafter  he  served  as  catpain  with  China 
National  Corporation  and  flew  a  total  of  450  round  trips 
between  India  and  China  over  the  “hump”  route.  Upon 
his  return  to  the  United  States  in  1944,  he  was  employed 
by  American  Export  Airlines  as  a  pilot  flying  the  North 
Atlantic  to  Europe  and  Asia.  He  has  been  with  the  appli¬ 
cant  company  since  June  1945  assisting  in  its  organiza¬ 
tion. 

R.  H.  Bingenheimer,  secretary  has  been  employed  since 
1945  by  several  corporations  as  an  accountant  specializing 
in  the  preparation  of  Government  reports  and  tax  returns. 
He  joined  the  Flying  Tiger  Line  in  September  1945. 

Fred  Benninger,  treasurer,  is  a  certified  public  account¬ 
ant.  Between  1933-1937  he  served  as  a  bookkeeper  for 
several  firms  and  later  as  an  accountant  for  Columbia 
Friut  Company,  New  York  City.  In  1937  he  became  of¬ 
fice  manager  of  the  Pacific  Wheel  and  Rim  Company. 
From  1939-1942  he  was  public  accountant  with  Arthur 
Andersen  &  Company  of  Los  Angeles.  He  en- 

22908  tered  military  service  in  1942  as  a  private  and 
advanced  to  captain  before  his  dischrage  in  1946. 
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While  in  the  Air  Corps  he  served  as  post  exchange 
officer  and  later  as  chief  of  special  audits,  for  the  Mid¬ 
western  Audit  District. 

The  division  of  personnel  among  the  various  depart¬ 
ments  at  the  time  of  preparation  of  exhibits  showed  a 
total  of  24S  employees,  50  in  flight  operations,  31  in  ground 
operations,  114  in  maintenance,  31  in  traffic  and  sales, 
and  22  in  executive  and  administrative. 

Original  operations  by  the  applicant  commenced  with 
14  Budd  Conestoga’s  the  only  plane  suitable  for  the 
operation  that  was  then  readily  available.  The  first  con¬ 
tract  flight  was  made  in  July  1945.  The  original  fleet 
of  Budd  Conestogas  are  no  longer  used.  Some  have  been 
sold,  some  cannibalized,  and  there  were  some  insurance 
covered  losses.  The  remaining  5  were  up  for  sale  at  the 
time  of  the  hearing.  Later  operations  have  been  conducted 
with  C-47  aircraft.  Two  C-54’s  had  been  purchased  and 
were  in  process  of  conversion  as  of  the  hearing. 

Operations  have  been  principally  between  California 
points  and  the  New  York  area.  Some  experience  has  also 
been  acquired,  however,  between  west  coast  cities  and 
cities  in  the  raid-west  and  south.  Offices  are  established 
in  Los  Angeles,  New  York,  Chicago,  Oklahoma  City,  San 
Francisco,  and  Seattle. 

Together  with  the  cargo  operations  this  applicant  of¬ 
fered  passenger  contract  service  on  a  nonscheduled  basis 
for  groups,  clubs,  entertainers,  etc.  In  August  1946  all 
passenger  operations  were  placed  under  a  wholly  owned 
subsidiary  company,  Flying  Tiger  Transport,  Inc.  Testi¬ 
mony  of  the  applicant’s  president  indicated  that  the  pas¬ 
senger  operation  was  about  to  be  abondoned. 
22909  Freight  rates  were  originally  set  at  25  cents  a 
ton -mile.  This  rate  was  subsequently  reduced  to 
20  cents  and  later  to  18  cents  a  ton-mile.  With  the  use  of 
C-47’s  in  1946,  and  an  increase  in  the  maximum  allowable 
take-off  weight  approved  by  CAA  in  May  1946,  contract 
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rates  were  further  lowered  to  around  14  cents  a  ton-mile. 
In  June  1946,  however,  the  Contract  Air  Cargo  Division 
of  American  Airlines  began  soliciting  contract  freight  at 
11  cents  a  ton-mile  and  this  applicant  met  that  rate  to 
retain  its  accounts.  Toward  the  latter  part  of  1946  the 
trend  was  apparently  toward  higher  rates  tending  to  a 
13-cent  level.  The  company’s  average  revenues  per  ton- 
mile  in  this  period  was  11.8  cents  in  September,  12.7  in 
October,  and  13.5  cents  for  November. 

Data  submitted  shows  the  type  of  cargo  carried  from 
August  1945  to  and  including  August  1946  as  follows : 


Commodity 

Pounds  Percent  of  total 

Flowers . 

731,606 

29.4 

Garments  . . 

555,210 

22.3 

Store  merchandise  . 

208,484 

8.4 

Fruit  . 

191,947 

7.7 

Furniture  . 

131,175 

5.3 

Magazines  . 

120,181 

4.8 

Film . 

112,619 

4.5 

Produce  (vegetables)  . 

110,027 

4.4 

Machinery  . . 

103,494 

4.2 

Animals  . . 

92,168 

3.7 

Industrial  materials . 

29,821 

1.2 

Business  machines  . 

27,967 

1.1 

Records  and  transcriptions.. 

13,316 

0.5 

Drugs  and  medicines . . 

66,335 

0.3 

Remains  . 

5,400 

0.2 

Miscellaneous  . 

47,049 

2.0 

Total  . 

2,486,799 

100.0 

comparison  of  these  data 

with  a  similar 

tabulation 

air  express  in  1941,  based 

upon  a  survey  made  in 

April  of  that  year  by  the  Railway  Express  Agency,57  indi- 


57  “Air  Express  &  Freight.  The  Past,  Present  &  Future”,  by  C.  G. 
Petersen,  Chief  Engineer,  Railway  Express  Agency,  Inc. 
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cates  a  substantial  difference  in  the  commodities 
22910  making  up  the  bulk  of  the  traffic.  The  1941  air 
express  traffic  totaled  5,242,529  ton-miles  with  a 
percentage  breakdown  as  follows: 


Commodity 

Machinery  and  hardware . 

Printed  matter  . 

Store  merchandise  . 

Motion  picture  films . . . 

Electrotypes  and  matrices . 

Cut  flowers  . 

Valuables  . 

Miscellaneous  . 

News  photos  . 

Drugs  . 

Transcription  records  and  radio  parts 

Freight  manifests  . 

Jewelry . 

Food  and  raw  samples . 

Optical  goods  and  cameras . 

Personal  baggage  . 

Liquor  . 


Percent 

31.67 

28.06 

9.25 

5.62 

3.51 
2.48 
4.24 
2.01 
0.79 
1.08 
2.04 
1.61 
0.75 
1.02 
1.14 

4.52 
0.21 


Total  .  100.00 

In  November  1946  this  applicant  had  14  C-47  planes  in 
service,  daily  plane  utilization  of  almost  7  hours  per 
plane,  and  a  load  factor  of  approximately  68  percent. 
The  ton-mile  growth  of  the  operation  is  shown  in  the 
following  figures : 


Month 


Ton-miles 


Month 


Ton-miles 


5: 

.ugust  .  29,912 

leptember  .  37,926 

October  .  44,686 

ovember  .  108,478 

lecember  .  104,682 


1946: 


January  .  88,151 

February  .  10S,355 

March  .  189,205 

April  .  190,210 

May  .  309,879 
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June  .  334,422  September  .  630,423 

July  .  470,685  October  .  741,675 

August  .  555,010  November . 1,029,214 

Revenues  from  operations  to  November  30,  1946,  were 

$79S,495  from  freight  and  $244,453  from  passenger  car¬ 
riage.  An  operating  loss  of  $633,933  was  incurred  in 
that  period.  Other  income  reduced  the  net  loss  to 
$536,563. 

22911  In  December  1946  Flying  Tiger  Line  was  a  suc¬ 
cessful  bidder  for  an  ATC  contract  covering  opera¬ 
tions  over  the  Pacific.  The  contract  called  for  supplying 
flight  crews  and  maintaining  32  C-54  D  aircraft  operating 
14  weekly  round  trips  from  California  to  Tokyo  and  a 
similar  number  between  California  and  Hawaii.  The 
contract  period  covered  the  first  half  of  1947  with  possible 
extension  for  the  balance  of  the  calendar  year.  Approxi¬ 
mately  1,000  additional  employees,  administrative,  flight, 
and  maintenance  were  hired  to  handle  this  contract. 

In  this  proceeding  the  applicant  is  prosecuting  alter¬ 
nate  proposals,  one  an  area  type,  the  other  a  point-to- 
point  route  type.  The  area  proposal  sets  forth  six  trade 
areas,  generally  covering  the  centers  of  major  trade  ac¬ 
tivity  in  the  United  States,  and  requests  authority  to 
render  inter-  and  intra-area  service.  In  the  other  pro¬ 
posal  433  “two-point”  routes  are  specified  linking  44 
points.  These  44  points  are  the  major  agricultural  or  in¬ 
dustrial  centers  of  the  “area”  requested.  In  the  opinion 
of  this  applicant’s  president  and  other  witnesses  essen¬ 
tially  the  same  operation  would  result  from  certification 
of  either  type  proposal.  An  area  certification  would  be 
preferred,  as  it  would  give  a  greater  flexibility  of  opera¬ 
tions  and  markets.  The  point-to-point  routes  were  re¬ 
quested  only  because  of  uncertainty  as  to  whether  the 
Board  would  consider  the  area  operation  appropriate. 
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The  carrier  indicated  a  willingness  to  carry  mail  but  does 
not  press  for  such  authority.  The  areas  proposed  and 
the  44  points  named  for  the  conventional  routes  are  shown 
in  the  map  on  page  153a.  The  complete  routes  proposed 
are  listed  in  the  appendix. 

The  service  proposed,  whether  certificated  between 
areas  or  between  specific  points,  would  be  similar  to  area 
services  previously  discussed.  The  company’s  basic  con¬ 
cept  of  an  air  freight  operation  is  an  “offer  of 
22912  service”.  That  offer  would  extend  to  all  points 
certificated — a  specific  number  of  certification  is  in 
the  conventional  point-to-point  form — a  number  limited 
only  by  the  adequacy  or  airports  within  designated  areas 
if  area  certificates  are  issued.  The  “offer  of  service” 
would  result  in  a  traffic  stop  when  a  tender  of  certain 
minimum  weight  of  freight  was  made.  That  minimum 
was  tentatively  stated  as  1,000  pounds  for  the  start  of 
certificated  operations.  It  would  not  apply  at  terminal 
points.  The  essentially  one-way  nature  of  freight  as  con¬ 
trasted  to  passenger  travel,  and  the  concentrated  sea¬ 
sonality  of  freight  movements  were  pointed  to  as  factors 
compelling  a  flexible  operation  such  as  is  proposed. 

Equipment  planned  for  use  in  the  first  year  of  certi¬ 
ficated  operations  would  consist  of  16  C-47’s  and  4  C-54’s. 
This  represents  an  increase  of  1  C-47  and  2  C-54’s  over 
the  number  owned  as  of  the  hearing.  Space  control  will 
be  located  at  Los  Angeles  with  secondary  control  for 
movements  in  the  east  centered  in  New  York.  Inspection 
and  maintenance  bases  will  be  located  in  these  two  cities, 
with  heavy  maintenance  at  Los  Angeles.  Communications 
between  principal  cities  will  be  by  teletype.  Ground  radio  is 
considered  uneconomical  for  an  operation  of  the  size  pro¬ 
posed. 

Tentative  flight  frequencies  show  daily  transcontinental 
flights,  Monday  through  Friday,  ranging  from  7  to  10 
each  way.  Saturday  and  Sunday  flights  would  be  irregu- 
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June  .  334,422  September  .  630,423 

July  .  470,685  October  .  741,675 

August  .  555,010  November .  1,029,214 

Revenues  from  operations  to  November  30,  1946,  were 

$798,495  from  freight  and  $244,453  from  passenger  car¬ 
riage.  An  operating  loss  of  $633,933  was  incurred  in 
that  period.  Other  income  reduced  the  net  loss  to 
$536,563. 

22911  In  December  1946  Flying  Tiger  Line  was  a  suc¬ 
cessful  bidder  for  an  ATC  contract  covering  opera¬ 
tions  over  the  Pacific.  The  contract  called  for  supplying 
flight  crews  and  maintaining  32  C-54  D  aircraft  operating 
14  weekly  round  trips  from  California  to  Tokyo  and  a 
similar  number  between  California  and  Hawaii.  The 
contract  period  covered  the  first  half  of  1947  with  possible 
extension  for  the  balance  of  the  calendar  year.  Approxi¬ 
mately  1,000  additional  employees,  administrative,  flight, 
and  maintenance  were  hired  to  handle  this  contract. 

In  this  proceeding  the  applicant  is  prosecuting  alter¬ 
nate  proposals,  one  an  area  type,  the  other  a  point-to- 
point  route  type.  The  area  proposal  sets  forth  six  trade 
areas,  generally  covering  the  centers  of  major  trade  ac¬ 
tivity  in  the  United  States,  and  requests  authority  to 
render  inter-  and  intra-area  service.  In  the  other  pro¬ 
posal  433  “two-point”  routes  are  specified  linking  44 
points.  These  44  points  are  the  major  agricultural  or  in¬ 
dustrial  centers  of  the  “area”  requested.  In  the  opinion 
of  this  applicant’s  president  and  other  witnesses  essen¬ 
tially  the  same  operation  would  result  from  certification 
of  either  type  proposal.  An  area  certification  would  be 
preferred,  as  it  would  give  a  greater  flexibility  of  opera¬ 
tions  and  markets.  The  point-to-point  routes  were  re¬ 
quested  only  because  of  uncertainty  as  to  whether  the 
Hoard  would  consider  the  area  operation  appropriate. 
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The  carrier  indicated  a  willingness  to  carry  mail  but  does 
not  press  for  such  authority.  The  areas  proposed  and 
the  44  points  named  for  the  conventional  routes  are  shown 
in  the  map  on  page  153a.  The  complete  routes  proposed 
are  listed  in  the  appendix. 

The  service  proposed,  whether  certificated  between 
areas  or  between  specific  points,  would  be  similar  to  area 
services  previously  discussed.  The  company’s  basic  con¬ 
cept  of  an  air  freight  operation  is  an  ‘‘offer  of 
22912  service”.  That  offer  would  extend  to  all  points 
certificated — a  specific  number  of  certification  is  in 
the  conventional  point-to-point  form — a  number  limited 
only  by  the  adequacy  or  airports  within  designated  areas 
if  area  certificates  are  issued.  The  “offer  of  service” 
would  result  in  a  traffic  stop  when  a  tender  of  certain 
minimum  weight  of  freight  was  made.  That  minimum 
was  tentatively  stated  as  1,000  pounds  for  the  start  of 
certificated  operations.  It  would  not  apply  at  terminal 
points.  The  essentially  one-way  nature  of  freight  as  con¬ 
trasted  to  passenger  travel,  and  the  concentrated  sea¬ 
sonality  of  freight  movements  were  pointed  to  as  factors 
compelling  a  flexible  operation  such  as  is  proposed. 

Equipment  planned  for  use  in  the  first  year  of  certi¬ 
ficated  operations  would  consist  of  16  C-47’s  and  4  C-54’s. 
This  represents  an  increase  of  1  C-47  and  2  C-54’s  over 
the  number  owned  as  of  the  hearing.  Space  control  will 
be  located  at  Los  Angeles  with  secondary  control  for 
movements  in  the  east  centered  in  New  York.  Inspection 
and  maintenance  bases  will  be  located  in  these  two  cities, 
with  heavy  maintenance  at  Los  Angeles.  Communications 
between  principal  cities  will  be  by  teletype.  Ground  radio  is 
considered  uneconomical  for  an  operation  of  the  size  pro¬ 
posed. 

Tentative  Might  frequencies  show  daily  transcontinental 
Mights,  Monday  through  Friday,  ranging  from  7  to  10 
each  way.  Saturday  and  Sunday  flights  would  be  irregn- 
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lar  and  on  the  basis  of  demand.  Cost  and  revenue  esti¬ 
mates  are  based  upon  the  equivalent  of  170  transcontinen¬ 
tal  flights  per  month.  This  applicant  takes  the  position 
that  time  tables,  as  used  for  passenger  traffic,  are  not 
necessary  in  freight  operations.  It  believes  that  a  definite 
time  of  arrival  is  the  most  important  element  to  shippers 
and  that  departures  within  a  time  band,  depending  upon 
the  number  of  intermediate  stops  and  other  fac- 
22913  tors,  will  prove  most  satisfactory  to  the  users  of 
air  freight. 

Estimated  capital  required  for  the  operation  proposed 
is  $2,400,000.  Of  this  total  $577,959  represents  the  depre¬ 
ciated  value,  as  of  January  1,  1947,  of  equipment  already 
owned  and  to  be  used  in  certificated  operations  and  a 
$71,000  investment  in  the  subsidiary  corporation  Flying 
Tiger  Transport.  Additional  capital  requirements  are 
$1,021,566  for  working  capital.  Additional  flight  equip¬ 
ment,  spare  parts,  and  ground  equipment  accounts  for  the 
balance  of  $S00,475.  Working  capital  is  estimated  at  3 
months'  operating  expenses. 

A  balance  sheet  as  of  June  30,  1946,  the  date  used  for 
determination  of  additional  equipment  required,  shows 
current  assets  of  $1,590,384  against  current  liabilities  of 
$286,394.  On  this  basis  the  applicant  anticipates  no  need 
for  additional  capital  to  carry  out  its  plan  for  certificated 
operations.  Bank  loans  would  be  obtained  if  needed  with 
the  new  or  present  equipment  as  security.  A  later  balance 
sheet  shows  current  assets  of  $959,474  and  current  liabili¬ 
ties  of  $231,410  as  of  November  30,  1946.  Fixed  assets 
increased  from  $811,127  to  $1,009,551  between  June  30 
and  November  30,  1946. 

Revenue  and  expense  estimates  for  the  first  year  of 
certificated  operations  are  based  upon  flight  frequencies, 
as  previously  stated,  with  16  C-47  and  4  C-54  planes. 
Total  miles  flown  is  computed  at  10,560,000.  Allowing 
10  percent  of  total  miles  for  nonrevenue  flying  indicate 
annual  available  ton-miles  of  50,040,000. 
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For  estimating  revenue  an  average  rate  of  13  cents  a 
ton-mile  is  proposed.  Testimony  of  the  company’s  presi¬ 
dent  indicated  that  a  commodity  rate  might  be  set  for 
agricultural  perishables  out  of  California  to  swell  the 
volume  moving.  A  ton-mile  rate  of  10  cents  has  been 
tried  on  certain  contracts.  In  the  opinion  of  the 
22914  witness  this  traffic  would  increase  substantially 
at  an  S-cent  rate.  A  load  factor  of  80  percent  is 
estimated  on  all  revenue  flights.  Concerning  the  load  fac¬ 
tor,  this  applicant  points  out  that  the  nature  of  the  air 
freight  business  is  such  that  higher  load  factors  should 
be  possible  than  is  usual  in  passenger  operations.  The 
basic  difference  underlying  this  contention  is  seen  in  the 
need  for  spreading  passenger  flights  throughout  the  day 
and  night  to  accommodate  passenger  demands,  whereas 
the  normal  freight  shippers’  requirements  for  overnight 
delivery  can  be  best  met  by  departures  that  are  closely 
grouped  following  the  end  of  the  business  day.  At  those 
points  supporting  multiple  departures,  load  factors  ap¬ 
proaching  100  percent  can  be  expected  on  all  but  the  last 
plane  out. 

Cost  estimates  are  generally  based  upon  the  applicant’s 
past  experience  in  acquiring  similar  items  and  services 
or  upon  quotations  where  new  items  are  involved.  De¬ 
preciation  of  aircraft,  engines,  aircraft  radios,  and  spare 
parts  and  assemblies  is  figured  over  3  years  with  a  25- 
percent  residual  value.  Motorized  vehicles  and  equipment 
and  airport  and  airway  lighting  equipment  is  depreciated 
over  5  years,  medical  and  engineering  equipment  over  8 
years,  hangar,  shop  and  ramp  equipment,  storage  and 
distribution  equipment,  and  miscellaneous  ground  equip¬ 
ment  over  10  years,  furniture,  fixtures,  and  office  equip¬ 
ment  over  15  years,  and  improvements  on  land  not  owned 
and  leasehold  improvements  over  20  years. 

The  cost  estimates  provides  for  main  office,  overhaul 
base,  and  operations  center  at  Los  Angeles  with  line 
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maintenance  at  New  York  and  San  Francisco.  Opera¬ 
tions  and  traffic  offices  will  be  at  New  York,  San  Francisco, 
Chicago,  Kansas  City,  Seattle  and  Miami.  A  traffic 
22915  office  would  also  be  maintained  in  Dallas.  Total 
personnel  proposed  for  the  20-plane  operation  is 
493  ;  2S  in  general  and  administrative,  75  in  traffic  and 
sales,  3  in  advertising  and  publicity,  131  in  flight  opera¬ 
tions,  64  in  ground  operations,  and  192  in  maintenance. 

A  summary  of  estimated  revenues  and  expenses  for  the 
first  year  of  certificated  operations  is  as  follows: 


Cents  per 

Total  revenue  mile 

Revenues  : 

Freight — 

(40,032,000  ton-miles  at  13?) .  $5,204,160  54.76 

Passenger  charter 

(Flying  Tiger  Transport  Corp.)  15,000  0.16 


Total .  $5,219,160  54.92 

Expenses : 

Flying  operations  .  $2,373,677  24.98 

Flight  equipment  maintenance .  1,050,900  11.06 

Depreciation — flight  equipment  .  323,463  3.40 


$3,748,040  39.44 

Ground  operations  .  291,235  3.06 

Ground  equipment  maintenance — 

direct  . _ .  13,000  .14 

Equipment  maintenance — indirect..  64,293  .6S 

Passenger  service  .  .  . 

Traffic  and  sales .  291,001  3.06 

Advertising  and  publicity .  48,132  .51 

General  and  administrative .  223,334  2.35 

Depreciation — ground  equipment....  12,721  .13 
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Total  ground  and  indirect 

Total 

Cents  per 
revenue  mile 

expenses . 

$  M3, 716 

9.93 

Contingencies  . 

100,000 

1.05 

Total  operating  expenses 

$4,791,756 

50.42 

Amortization  of  development  and 

proving  expenses . 

Total  operating  expenses, 
including  amortization  of 
development  and  prov- 

ing  expenses  . 

$4,791,756 

50.42 

In  July  1946  the  carrier  placed  a  tentative  order  for 
20  Martin  202  cargo  aircraft  at  a  price  not  to  exceed 
$250,000  each.  Delivery  promises  as  of  the  hearing  indi¬ 
cated  that  such  planes  could  be  put  in  operation  in  1947 
at  the  rate  of  3  in  August  and  1  additional  each  successive 
month.  Performance  estimates  of  the  Martin  Company 
for  this  plane  indicate  a  block-to-block  speed  of  225 
22916  at  a  700-mile  operation  range  with  a  13,600-pound 
payload.  Direct  operation  cost  is  computed  at 
5.7  cents  per  ton-mile,  or  $87.50  per  airplane  hour.  As¬ 
suming  utilization  of  10  hours  per  day,  and  other  cost  and 
operations  factors  similar  to  the  proposed  C-47  and  C-54 
service  expenses  and  revenues  for  the  possible  “202” 
operation  for  the  balance  of  1947  were  computed  as 
$796,518  and  $1,095,541,  respectively. 

Mr.  H.  E.  Weihmiller  was  retained  by  the  applicant  to 
assist  in  the  preparation  and  presentation  of  financial 
and  economic  data  relating  to  this  application.  Mr. 
Weihmiller  is  an  independent  aviation  consultant.  He 
received  primary  flight  training  with  the  Army  Air  Corps. 
In  1926-27  he  was  engaged  in  wind  tunnel  research  and 
aircraft  design  at  McCook  Field  in  Dayton.  He  succes- 
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sively  served  as  chief  engineer  with  Travel  Air  Company 
1927-2S,  president  of  Corman  Aircraft  Corporation  1928- 
30,  engineer  with  the  Airplane  Division  of  Ford  Motor 
Company  1930-32.  From  1933  to  1942  he  served  with 
Consolidated  Aircraft  Corporation  in  various  positions 
leading  up  to  the  office  of  vice  president  and  eastern 
representative. 

Community  of  interest  data  was  presented  showing 
generally  the  complementary  traffic  between  the  industrial 
and  agricultural  areas.  Total  movement  of  certain  prod¬ 
ucts  between  the  areas  was  given  to  establish  the  over-all 
traffic  limits,  and  air  import  and  export  traffic  was  set 
forth  as  an  indication  of  additional  potential.  Since  these 
data  duplicate  in  major  part  similar  data  presented  by 
other  applicants  and  previously  set  forth,  they  need  not 
be  repeated. 

The  estimate  of  potential  for  the  Flying  Tiger 
22917  Line  in  the  first  year  of  certificated  operations  is 
based  primarily  on  the  past  trend  of  traffic  growth 
as  experienced  by  that  company  and  considering  the  in¬ 
dicated  large  field  for  further  growth.  A  plot  of  the  ton- 
miles  carried  by  months  from  August  1945  through 
November  1946  was  made  and  the  trend  line  extended. 
Traffic  for  the  mid-point  of  1947  was  thereby  indicated  as 
6  million  ton-miles  per  month.  It  should  be  pointed  out 
however  that  the  plot  was  on  a  linear  scale  as  to  time 
(months),  but  on  a  logarithmic  scale  for  ton-miles.  Ex¬ 
trapolation  of  a  straight  trend  line  on  such  a  plot  implies 
more  than  a  steady  growth  of  traffic;  it  implies  monthly 
traffic  gains  that  are  each  successively  greater  than  the 
previous  month.  A  plot  of  the  same  data  with  both 
scales  linear,  and  extending  the  trend  line  to  mid  1947, 
thus  assuming  a  steady  rate  of  growth  based  upon  past 
history,  indicates  average  monthly  traffic  far  below  6 
million  ton-miles.  The  extension  of  the  trend  line  on  the 
applicant's  logarithmic  plot  was,  of  course,  intended  to 
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indicate  a  projection  into  a  period  of  certificated  opera¬ 
tion.  But  a  great  upsurge  in  traffic  merely  because  of 
certification  is  not  anticipated  by  this  applicant. 

The  capacity  of  the  operation  proposed  by  the  carrier 
is  not  predicated  upon  realization  of  the  projected  po¬ 
tential  of  6  million  ton-miles  per  month.  The  cost  and 
revenue  estimates  previously  discussed  assume  carriage 
of  an  average  of  3,336,000  ton-miles  monthly  in  the  first 
year  of  certificated  operation  or  a  total  for  the  year  of 
40,032,000  ton-miles.  In  June  1946  this  applicant  deter¬ 
mined  that  it  was  carrying  12.2  percent  of  all  air  freight 
moving.  With  its  plans  for  expansion,  and  predicting  a 
decrease  in  the  number  of  freight  carriers,  it  estimates 
that  it  will  command  about  20  percent  of  the  total 
2291S  airfreight  upon  certification. 

Reference  was  made  by  the  applicant  to  certain 
published  estimates  of  air  freight  potential  to  substan¬ 
tiate  the  validity  of  its  own  estimate.  For  example,  of 
the  estimates  of  Air  Cargo,  Inc.,  projected  to  a  rate  of 
13  cents  a  ton-mile  shows  an  annual  air  freight  potential 
for  the  13  products  studied  of  210,500,000  ton-miles.  Of 
that  total  16,500,000  ton-miles,  was  deducted  as  represent¬ 
ing  potential  in  rubber  products  and  motor  vehicles,  which 
items  were  not  considered  in  the  applicant’s  estimate. 
The  resulting  Air  Cargo,  Inc.,  estimate  covered  products 
representing  only  47  percent  of  the  historical  traffic  car¬ 
ried  by  the  Flying  Tiger  Line.  It  omitted  such  items  as 
agricultural  products,  seafood,  cut  flowers,  etc.  Expan¬ 
sion  of  the  Air  Cargo,  Inc.,  estimate  to  include  such  items 
indicated  a  potential  of  412,800,000  ton-miles.  Twenty 
percent  of  this  total  which  is  estimated  by  the  applicant 
as  its  probable  share  would  amount  to  82,560,000  ton-miles. 

A  somewhat  similar  analysis  of  the  Curtiss- Wright  esti¬ 
mate  indicated  the  carrier’s  share  at  the  13-cent  rate  would 
be  between  31,500,000  and  47,200,000  ton  miles. 
22919  Air  news,  Inc.,  (Airnews)  filed  its  application  on 

July  22,  1946.  The  company  is  a  wholly  owned 
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subsidiary  of  the  Express  Publishing  Company  of  San 
Antonio,  Tex.,  which  publishes  two  of  the  three  daily 
newspapers  in  that  city  and  owns  and  operates  radio 
station  KYFM  there.  In  February  1946  the  Express  Pub¬ 
lishing  Company  began  expediting  delivery  of  its  evening 
paper  to  the  Rio  Grande  Valley  area  through  air  ship¬ 
ment.  Shipments  were  on  a  contract  basis  with  Fleet- 
wood  Airways  and  yielded  2%  hour  delivery  against  a 
previous  next  morning  delivery.  The  service  was  ex¬ 
panded  to  cover  the  Victoria  and  Corpus  Christi  areas. 
At  the  expiration  of  the  contract  with  Fleetwood  Air¬ 
ways,  the  Express  Publishing  Company  initiated  plans  to 
operate  its  own  air  delivery  service.  Pending  completion 
of  those  plans  the  service  was  continued  in  planes  operated 
by  Alamo  Airlines. 

On  June  6,  1946,  the  Express  Publishing  Company  be¬ 
gan  operating  its  own  aircraft.  Subsequently,  Le.,  on 
July  3  of  that  year  Airnews,  Inc.,  was  incorporated  and 
took  over  the  air  delivery  program. 

Mr.  Frank  G.  Huntress,  Jr.,  is  president  and  director 
of  Airnews.  In  1932  Mr.  Huntress  joined  the  advertising 
department  of  the  San  Antonio  Express  and  San  Antonio 
Evening  News,  the  two  newspapers  published  by  the  Ex¬ 
press  Publishing  Company.  He  is  now  executive  vice 
president,  general  manager,  and  a  director  of  the  Ex¬ 
press  Publishing  Company,  a  director  of  the  San  Antonio 
Chamber  of  Commerce,  and  a  director  of  the  San  Antonio 
National  Bank.  Since  the  start  of  the  air  delivery  ser¬ 
vice  Mr.  Huntress  has  devoted  a  great  part  of  his  time 
to  this  activity.  Leroy  G.  Denman,  Jr.,  is  secretary  and 
director  of  the  company,  serving  at  the  time  of  hearing 
without  compensation.  Mr.  Frank  G.  Huntress  (senior) 
is  the  third  director  of  Airnews. 

All  officers  and  directors  of  the  applicant,  and  of  the 
parent  Express  Publishing  Company  are  citizens  of  the 
United  States.  All  of  the  outstanding 
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22921  stock  of  the  Express  Publishing  Company,  with  the 
exception  of  one  share  held  by  a  Canadian  citizen, 

is  owned  and  controlled  by  citizens  of  the  United  States. 
The  citizenship  of  the  applicant  is  accordingly  established 
pursuant  to  the  requirements  of  the  Act. 

Operations  were  being  conducted  regularly  at  the  time 
of  hearing  seven  days  a  week.  Four  Noorduyn  Norseman 
planes  were  in  use  on  contract  operation  within  the  State 
of  Texas.  Planes  operate  south  out  of  San  Antonio  over 
two  routes.  Route  A  has  stops  at  Beeville  and  Corpus 
Christi.  Route  B  initially  had  landings  at  Laredo,  Mc¬ 
Allen,  Harlingen,  and  Brownsville.  At  each  airport  trucks 
presently  owned  by  the  Express  Publishing  Company 
meet  the  planes  and  distribute  the  papers  further  to  all 
important  towns  in  that  area.  In  all,  over  50  communities 
are  served  through  the  plane-truck  service.  The  Express 
Company  maintains  standby  trucks  to  assure  the  service 
in  case  of  bad  weather.  In  84  days  of  operation  prior 
to  the  hearing  no  trips  had  been  cancelled,  one  on  route 
B  had  been  delayed  due  to  weather,  and  two  on  route  A 
had  passed  over  Beeville.  Alternate  airport  plans  have 
been  made,  but  had  not  been  required  to  that  time. 

Personnel  of  Airnews,  other  than  the  president  and 
secretary,  total  seven.  Four  are  pilots,  one  of  which 
serves  as  chief  of  flight  operations,  and  three  perform 
maintenance.  The  routes  proposed  are  shown  in  the 
map  on  page  168a  and  are  described  in  the  appendix. 
Air  stops  on  route  A  remain  Beeville  and  Corpus  Christi. 
Those  on  route  B  are  modified  to  include  McAllen,  Har¬ 
lingen,  and  Brownsville,  the  northern  terminal  for  both 
being  San  Antonio.  An  additional  50  cities  are  served 
by  trucks,  which  service  is  an  integral  part  of  the  pro¬ 
posal.  Authority  is  requested  to  carry  mail  and  prop¬ 
erty. 

22922  Airnews  plans  to  inaugurate  certificated  service 
with  the  equipment  presently  owned,  four  Noor- 
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duyn  Norseman  planes.  One  additional  plane  of  the  same 
type  will  be  added  to  permit  night  operations.  One-ton 
trucks  will  he  purchased  for  operation  of  the  auxiliary 
truck  routes.  The  present  payload  of  the  Noorduyn  planes 
is  1,650  pounds.  Airnews  is  checking  possible  modifica¬ 
tion  to  increase  that  payload  by  as  much  as  700  pounds. 
For  the  proposed  night  operations  twin-engine  planes 
are  considered  advisable.  Airnews  contemplates  the  use 
in  the  future,  when  traffic  increases,  of  twin-engine  planes 
having  a  payload  of  3,500  to  4,000  pounds,  with  direct 
operating  costs  somewhat  less  than  twice  those  of  the 
planes  now  owned.18 

Tentative  schedules  call  for  two  round  trips  daily  over 
each  route.  The  daylight  flights  wTould  depart  San  Antonio 
about  11  a.  m.  and  return  shortly  after  6  p.  m.  Each  flight 
would  wait  at  the  southern  terminal  for  return  of  the 
trucks.  The  proposed  night  flights  would  depart  about 
12:30  a.  in.  from  San  Antonio,  returning  between  8  and 
9  a.  in.  The  truck  operations  would  include  pick-up  and 
discharge  of  mail  at  the  post  office  for  each  point  served. 

The  present  paid  in  capital  of  the  applicant,  repre¬ 
senting  1,000  shares  of  stock  owned  entirely  by  the  Ex¬ 
press  Publishing  Company,  is  $100,000.  Of  that  amount 
$61,475  was  paid  back  to  the  Express  Publishing  Company 
for  the  equipment  used  in  conducting  the  operation.  Addi¬ 
tional  equipment  required  Tor  initiating  the  proposed 
certificated  operation  was  not  itemized,  but  would  ap¬ 
parently  consist  of  four  1-ton  trucks  and  one  additional 
plane. 

The  present  contract  between  the  Publishing  Company 
and  Airnews  amounts  to  a  charter  of  the  planes  on  the 
southbound  flights.  The  rate  received  is  35  cents  per  air¬ 
plane  mile.  With  a  payload  of  1,650  pounds  this  amounts 
to  approximately  42.4  cents  per  available  ton-mile. 

5S  Subsequent  to  the  hearing,  the  applicant  submitted  data  showing, 
among  other  things,  the  purchase  of  one  DC-3  aircraft  which  was  put  into 
regular  service  in  June  1947. 
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Contract  rates  available  to  other  shipppers  have 
22923  ranged  from  60  cents  a  ton-mile  for  shipments 
weighing  less  than  250  pounds  to  30  cents  a  ton- 
mile  for  shipments  of  1,500  pounds  and  over. 

With  the  newspaper  service  running  sounthbound  only, 
Airnews  at  the  time  of  the  hearing  was  endeavoring  to 
develop  northbound  air  freight.  It  planned  to  engage 
a  full  time  freight  representative  to  work  principally  in 
the  vicinity  of  the  southern  terminal  points  for  that  pur¬ 
pose.  Two  return  contracts  from  Corpus  Christi  to  San 
Antonio  had  been  developed  in  operations  prior  to  the 
hearing,  one  for  fresh  shrimp,  the  other  for  cotfee. 

The  South  Texas  area  embraced  by  the  proposed  routes 
is  made  up  of  13  counties  comprising  an  area  about  the 
size  of  the  State  of  Maine.  Principal  products  of  this 
section  are  cattle,  oil,  citrus  fruits,  and  cotton.  Annual 
income  for  the  year  1945  was  approximately  $851,000,000 
with  bank  deposits  at  the  close  of  that  year  totalling 
$476,000,000. 

These  data  were  submitted  not  as  a  direct  indication 
of  air  freight  potential,  but  primarily  to  show  the  pur¬ 
chasing  power  of  the  section.  On  the  other  hand  Air- 
news  hopes  to  develop  some  potential  from  these  fields 
in  the  form  of  samples,  rush  orders,  and  specialty  goods. 

To  obtain  an  estimate  of  the  air  mail  potential  that 
would  be  benefited  by  the  proposed  service  Airnews  con¬ 
ducted  its  own  survey.  At  each  point  its  representative 
visited  the  postmasters  to  obtain  data  on  the  volume  of 
air  mail  handled  and  any  comment  concerning  the  pres¬ 
ent  service.  Similar  comment  was  sought  from  major 
business  houses.  At  each  postoffice  test  letters  were 
mailed,  one  regular  mail,  one  air  mail,  to  correspondents 
in  Los  Angeles,  Dallas,  New  Orleans,  Chicago,  and  New 
York.  The  time  of  mailing  and  receipt  by  the  correspon¬ 
dents  was  noted  and  tabulated.  The  correspondents  were 
located  in  the  business  concerns  situated  near  the  desti¬ 
nation  postoffice  in  each  instance. 
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22924  The  figures  derived  for  air  mail  originated  gave 
a  total  weekly  poundage  for  points,  not  presently 

certificated  for  direct  service,  of  1,070  pounds.  The  appli¬ 
cant’s  presentation  included  an  additional  700  pounds  ori¬ 
ginating  at  Halingen,  Mission,  McAllen,  and  Edinburg, 
points  certificated  in  the  Texas-Oklahoma  Case.  On  that 
Ivasis,  and  estimating  increases  of  1-3/4  to  3  times  the 
volume  because  of  direct  service,  and  a  further  doubling 
of  usage  resulting  from  the  5-cent  air  mail  rate  (not  in 
effect  at  the  time  of  the  survey),  Airnews  estimated  daily 
volume  after  certification  at  1,140  pounds.  It  estimated 
the  part  of  this  total  that  would  move  via  Airnews’  ser¬ 
vice  at  836  pounds  daily,  and  monthly  ton-miles  inbound 
and  outbound  over  the  proposed  system  at  4,396.  Further 
details  of  the  estimate  is  not  considered  necessary  since 
a  direct  mail  count  subsequently  made  by  the  Post  Office 
Department  was  submitted  in  evidence  and  will  be  dis¬ 
cussed  hereinafter. 

In  general  the  comments  compiled  by  Airnews  relating 
to  the  air  mail  service  at  uncertificated  points  ranged 
from  “fair"  to  “most  unsatisfactory.”  The  test  mailings 
showed  that  air  mail  service  to  Dallas  saved  no  time  for 
57  percent  of  the  points  and  for  others  shortened  delivery 
by  periods  ranging  up  to  1  day.  To  New  Orleans  no 
saving  was  realized  by  air  for  43  percent  of  the  communi¬ 
ties:  savings  realized  from  others  were  at  most  1  day. 
All  points  gained  time  by  air  mail  to  Chicago,  the  spread 
being  from  20  hours  to  3  days.  One  city  gained  no  time 
by  using  air  mail  to  Los  Angeles  while  the  rest  had  ser¬ 
vice  improved  by  amounts  up  to  almost  4  days.  All  points 
realized  time  savings  to  New  York  of  from  1  to  3  days. 

Estimates  of  expenses  were  based  upon  past  experience 
in  large  part.  Assumption  was  made  that  the  maximum 
payload  for  the  Noorduyn  planes  will  be  increased 

22925  by  some  700  to  2,250  pounds.  Total  mileage  flown 
is  estimated  at  54,270  monthly  allowing  for  96 

percent  schedule  completion  and  1.83  percent  nonrevenue 
miles.  Estimate  of  expenses  is  itemized  as  follows: 
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Operating  Expenses 


Amount 

Cents 
per  mile 

Aircraft  operating  expenses: 

Flving  operations  . 

$  6,237.18 

14.03 

Flight  equipment  maintenance — 
direct  . 

2,133.89 

4.80 

Depreciation — flight  equipment.... 

1,773.79 

3.98 

Total  . 

$10,144.86 

22.81 

Ground  and  indirect  expenses: 
Ground  operations . 

$  791.31 

1.78 

Ground  equipment  maintenance — 
direct  . 

200.00 

1.45 

Equipment  maintenance — indirect 

66.68 

.15 

Depreciation — ground  equipment 

250.00 

.56 

Traffic  and  sales  . 

500.00 

1.12 

Advertising  and  publicity . 

300.00 

.67 

General  and  administrative . 

475.00 

1.07 

Total  . 

$  2,582.99 

5.77 

Total  flight  operating  ex¬ 
penses  . 

12,727.85 

28.58 

Truck  operation  expense . 

2,265.36 

5.10 

Total  operating  expenses 

$14,993.21 

33.68 

Revenues  are  estimated  at  an  over-all  ton-mile  load 
factor  of  78.06  percent.  This  is  predicated  upon  an  out¬ 
bound  newspaper  load  of  2,000  pounds  per  flight,  return 
freight  providing  a  60-percent  load  factor,  and  mail  loads 
being  derived  from  the  previously  discussed  survey  and 
estimate.  Average  income  from  the  newspapers  and  other 
freight  is  computed  at  35  cents  a  ton-mile.  Mail  compensa¬ 
tion  of  10  cents  an  airplane  mile  is  requested  to  permit 
a  reasonable  return  on  the  operation.  Monthly  income 
estimated  is  thus  $12,125  from  freight,  or  27.28  cents  per 
revenue  mile,  and  $4,445  from  mail  at  10  cents  per  revenue 
mile,  giving  a  net  operating  income  of  $1,578  per  month, 
or  3.6  cents  per  revenue  mile. 
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22926  With  reference  to  the  indicated  air  mail  rate 
Airnews  stresses  that  it  is  not  requesting  and  does 

not  desire  a  subsidy.  It  points  out  that  the  rate  suggested 
is  lower  than  that  authorized  for  many  of  the  presently 
certificated  carriers — and  even  then  will  give  the  mail  the 
additional  airport-to-post  office  truck  service  without 
charge. 

Airline  Intervenors 

Thirteen  of  tiie  permanently  certificated  air  carriers59 
were  granted  leave  to  intervene  in  the  proceeding.  Eleven 
of  these  carriers  actively  participated  in  the  hearing. 
In  general,  these  intervenors  are  in  opposition  to  the  ap¬ 
plications  in  the  proceeding  insofar  as  the  respective 
proposals  parallel  the  routes  of  the  certificated  carrier 
concerned.  Some  have  extended  their  opposition  to  all 
proposals  on  the  ground  that  common  carrier  freight  ser¬ 
vice  in  addition  to  that  authorized  over  certificated  routes 
is  not  presently  required  by  the  public  convenience  and 
necessity.  The  presentation  of  the  Air  Transport  Asso¬ 
ciation  outlined  the  plans  for  activating  Air  Cargo,  Inc., 
as  a  ground  service  organization  serving  all  certificated 
carriers  and  summarized  the  wartime  and  postwar  limita¬ 
tions  affecting  the  availability  of  equipment  to  the  certi¬ 
ficated  airlines. 

American  Ailines ,  Inc.,  (American)  submitted  data 
showing  the  early  efforts  to  develop  air  cargo  by  the 
various  predecessor  companies  which  ultimately 

22927  were  merged  under  its  name.  As  an  example,  it 
cited  a  1931  effort  by  Century  Air  Express  to  de¬ 
velop  property  carriage  between  Chicago  and  Detroit  and 
between  Chicago  and  St.  Louis  at  rates  of  11  cents  a  pound 

ol*  American  Airliues,  Iu«\,  Hniniff  Airways,  Inc.,  Chicago  and  Southern 
Air  Lines,  ln»\,  Colonial  Airlines,  Inc.,  Continental  Air  Lines,  Inc.,  Delta 
Air  Lines,  Inc..  Kastern  Air  Lines,  Inc.,  Mid-Continent  Airlines,  Inc.,  Na¬ 
tional  Airlines,  Inc.,  Northwest  Airlines,  Inc.,  Transcontinental  &  Western 
Air,  Inc..  United  Air  Lines,  Inc.,  and  Western  Air  Lines,  Inc. 
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for  100-pound  shipments.  This  operation  was  found  to  be 
uneconomical  because  rates  were  too  high  to  attract  ade¬ 
quate  traffic.  American  also  participated  in  the  early  as¬ 
sociation  of  air  carriers  known  as  General  Air  Express 
to  promote  “air  express’’  on  a  national  scale.  Other  car¬ 
riers  in  this  venture  were  TWA,  Eastern,  Trans- American 
Airlines  Corp.,  U.  S.  Airways,  Inc.,  Pennsylvania  Airlines, 
Inc.,  and  Ludington  Airlines,  Inc.  Pick-up  and  delivery 
and  traffic  solicitation  were  performed  by  Postal  Tele¬ 
graph. 

In  the  spring  of  1934  American  placed  five  Pilgrim 
monoplanes  in  all-cargo  service  between  New’  York  and 
Chicago  under  a  special  tariff,  but  found  after  a  few 
months  that  the  rates  did  not  yield  sufficient  traffic  to 
support  the  service.  In  1934-35  the  competition  between 
General  Air  Express  and  Railway  Express  Agency  for 
air  express  business  began  to  have  adverse  effects.  That, 
and  other  factors  including  the  superior  coverage  and 
ground  facilities  of  Railway  Express  Agency  led  to  the 
1936  contract  between  that  company  and  all  the  then  ex¬ 
isting  certificated  carriers  for  air  express  handling.  The 
Railway  Express  agreements,  with  some  modifications 
from  the  original  contract,  were  subsequently  approved 
by  the  Board.60 

In  1941,  American  and  three  other  airlines,  and  later 
all  of  the  domestic  certificated  carriers,  concentrated  their 
reasearch  studies  on  air  freight  in  Air  Cargo,  Inc.,  a  cor¬ 
poration  supported  by  funds  contributed  by  the 
22928  carriers.  That  organization  made  extensive  studies 
and  surveys  in  cargo  potential,  flow’  patterns,  rates 
and  tariff  structures,  equipment,  and  handling  problems. 
Entry  of  this  country  into  World  War  IT  prevented  the 
immediate  translation  of  the  Air  Cargo,  Inc.,  studies  into 
an  air  freight  service.  During  the  war  American  operated 
extensive  domestic  and  overseas  routes  carrying  cargo 


00  Kailway  Express  Agreements,  4  C.  A.  B.  157. 
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under  contract  with  the  Air  Transport  Command.  It  is 
pertinent  at  this  point  to  indicate  the  equipment  difficulties 
under  which  the  certificated  carriers  were  compelled  to 
operate  just  prior  and  during  the  war  emergency. 

The  Air  Transport  Association’s  summary  of  limita¬ 
tions  placed  on  the  airline  industry  during  the  war  begins 
with  the  years  1939-40  when  foreign  government  pur¬ 
chases  of  aircraft  made  procurement  by  the  airlines  diffi¬ 
cult.  Late  1940  saw  expansion  programs  trimmed  to  a 
minimum  upon  the  request  of  the  War  and  Navy  Depart¬ 
ments.  In  the  year  1941  an  average  of  350  aircraft  were 
operated  by  all  certificated  air  carriers. 

Shortly  after  this  country’s  entry  into  the  war  the  air¬ 
lines  were  by  Executive  Order  placed  under  the  control 
of  the  Secretary  of  War.01  There  followed  a  requisitioning 
of  175  transports  by  the  military  forces  and  cancellation 
of  orders  for  additional  aircraft,  so  that  in  1942  the  air¬ 
craft  flying  certificated  routes  totaled  only  183.  Route 
suspensions  shortened  the  domestic  system  by  about  20 
percent  and  new  route  proceedings  were  deferred.  A  pas¬ 
senger  and  cargo  priority  system  was  imposed.  Return 
of  some  aircraft  to  the  airlines  during  the  war  was  found 
essential  to  permit  them  to  perform  the  job  assigned 
and  was  rigidly  controlled.  In  June  of  1944  the  number 
of  planes  operating  was  217.  In  July  1945  the  fleet  in 
operation  equalled  its  size  as  of  the  start  of  the  war. 
The  end  of  the  war  in  Europe  imposed  a  heavy  redeploy¬ 
ment  burden  on  the  airlines.  Sixty  C-47’s  were 
22929  returned  for  this  specific  job.  The  final  victory  in 
the  Pacific  theatre  meant  more  heavy  traffic  for 
demobilization.  Control  of  operations  for  that  purpose 
was  continued  into  1946  by  the  Office  of  Defense  Trans¬ 
portation,  even  after  the  priority  system  and  restrictions 
against  charter  and  special  service  ended  in  October  1945. 

Aircraft  released  to  the  airlines  between  July  1945  and 
February  1946  amounted  to  152  DC-3’s.  The  total  domes- 


61  Executive  Order  No.  8974,  December  13,  1941. 
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tie  fleet  grew  from  397  in  December  1945  to  579  in  July 
of  194G.  In  July  of  1946  for  the  first  time  in  3  years  the 
industry  load  factor  went  below  80  percent. 

Returning  to  the  chronology  of  air  freight  development 
by  American,  that  carrier  determined  to  initiate  a  service 
independent  of  the  Railway  Express  arrangement  and  on 
October  15,  1944,  the  first  air  freight  tariff  on  any  certi¬ 
ficated  air  line  went  into  effect.  The  service  included  pick¬ 
up  and  delivery  at  a  rate  range  of  about  25  to  50  cents  a 
ton-mile.  In  April  1946  a  revised  airfreight  tariff  elimi¬ 
nated  the  pick-up  and  delivery  service  and  showed  air- 
port-to-airport  rates  of  21  to  33  cents  a  ton-mile.  The  rate 
spread  w^as  increased  in  September  1946  to  extend  down  to 
14  cents  a  ton-mile  for  shipments  of  16,000  pounds  and 
over.  A  summary  of  American’s  air  express  and  freight 
rates  is  as  follows: 


Estimated 

average 

Effective 

Industry  air  express  tariffs1 

rate  per 

date 

(Includes  pick-up  and  delivery  > 

ton  mile 

September  1,  1927 

American  Express  Co. 
Tariff  No.  1 

$2.76 

December  16,  1931 

Railway  Express  Agencv 
Tariff  No.  3 

1.21 

August  8,  1932 

(icneral  Air  Express 

Tariff  No.  1 

O.SS 

June  21,  1933 

General  Air  Express 

Tariff  No.  2 

0.71 

August  15,  1934 

General  Air  Express 

Tariff  No.  3 

0.77 

July  15,  1943 

Railway  Express  Agency 
Tariff  No.  7,  Supp.  15 

0.6S 

January  1,  1946 

Railway  Express  Agency 
'Pari IT  No.  S,  Supp.  3 

0.59 

1  Rates  quoted  are  calculated  on  the  basis  of  100  lb.  shipments  between 
Xew  York  and  Chicago,  which  were  selected  as  typical. 
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22930  and  handling  of  bulk  freight,  to  be  free  to  experi¬ 
ment  with  rates,  and  to  obtain  a  check  upon  cost 
estimates.  Expenses  for  the  first  5  months  of  CACD 
operations  were  stated  to  be  $654,753,  which  resulted  in 
a  net  profit  of  $44,223.  Xo  data  were  submitted  to  show 
a  complete  cost  breakdown,  information  on  personnel 
employed,  capitalization,  plane  utilization,  average  ship¬ 
ment  size,  and  average  length  of  haul  for  CACD.  The 
absence  of  such  details  substantially  lessens  the  weight 
to  be  accorded  evidence  respecting  CACD’s  operations. 
For  example,  it  was  brought  out  on  cross  examination  that 
full  page  newspaper  advertisements  announcing  the  com¬ 
mencement  of  CACD’s  activities  were  not  charged  to  that 
division. 

At  the  time  of  the  hearing  the  stated  position  of  Ameri¬ 
can  with  respect  to  CACD  was  to  agressively  expand  its 
operations.  From  early  operations  of  the  division  it  con¬ 
cluded  that  there  existed  a  market  for  contract  carriage 
by  air  of  bulk  shipments  at  a  cost  to  the  shipper  lower 
than  possible  in  common  carriage  and  at  a  profit  to  the 
operator.  While  no  additional  DC-4  equipment  was  on 
order  for  expansion  of  the  division  such  planes  would 
become  available  for  cargo  carriage  as  delivery  of  new 
passenger  equipment,  DC-6  and  CV-240,  was  made  during 
1947. 

Common  carriage  of  air  freight  as  of  the  hearing  was 
handled  by  American  in  combination  equipment  and  by 
daily  round-trip  flights  of  DC-3  all-cargo  planes  between 
New  York  and  Chicago  and  New  York  and  Los  Angeles. 
Data  for  August  1946  for  common  carrier  airfreight  via 
American  indicate  that  the  average  shipment  weight  was 
about  216  pounds  and  the  length  of  haul  averaged  between 
200  and  800  miles  for  the  majority  of  shipments.  Load 
factors  on  the  all-cargo  operations,  based  on  freight  and 
express  only,  are  as  follows  for  the  first  7  months  of 
1946. 
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22931 


Airfreight  tariffs 

(■.  A.  B.  Airfreight  Tariff  No.  2, 

(includes  pick-up  and  delivery) 

C.  A.  B.  Airfreight  Tariff  No.  10, 

(does  not  include  pick-up  and 
delivery). 

Plane  load  rates  as  low  as  14^  per 
ton  mile  are  offered. 

Separate  and  apart  from  its  common  carrier  property 
activities  American,  in  July  of  1946  initiated  experi¬ 
mental  operations  of  its  Contract  Air  Cargo  Division 
(CACD)  to  serve  contract  shippers  of  freight.  This  di¬ 
vision  based  its  operations  and  maintenance  at  St.  Jo¬ 
seph,  Mo.  It  started  with  six  DC-4  aircraft.  This  number 
was  sometimes  increased  or  decreased,  however,  by  trans¬ 
fer  of  planes  between  it  and  the  common  carrier  operation. 
The  rate  base  used  was  $1.10  per  plane  mile  with  load¬ 
ing,  unloading,  pick-up  and  delivery  service  as  extra 
charges  to  be  worked  out  with  the  individual  shipper.  The 
plane  was  contracted  on  a  full  load  basis  regardless  of  the 
weight  of  the  shipment  actually  made.  With  a  10-ton  pay- 
load  capacity  the  ton-mile  rate  when  fully  utilized  worked 
out  to  11  cents  a  ton-mile.  That  this  basic  rate  was  varied 
for  individual  contracts  is  indicated  by  data  for  operations 
from  July  1  to  November  30,  1946.  Total  revenues  for  the 
period  were  $698,840.  On  the  basis  of  a  revenue  ton-mile 
capacity  of  5,039,575  there  is  indicated  an  average  charge 
of  about  13.9  cents  per  ton-mile  capacity.  Average  load 
factor  was  given  as  63.1  percent  indicating  average  revenue 
of  approximately  22  cents  a  ton-mile  for  cargo  actually 
carried. 

CACD  was  set  up  to  operate  as  a  separate  unit.  Where 
services  were  furnished  by  other  departments  of  Ameri- 


Effective  date 

October  15,  1944 
4pril  26,  1946..... 


Average  rate 
of 

return  per 
ton  mile 

0.37 


0.26 
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can  the  cost  of  labor  and  materials  and  applicable  over¬ 
head  charges  were  made.  The  purposes  stated  for  this  con¬ 
tract  operation  were  to  utilize  these  planes  the  greatest 
possible  amount  in  moving  airfreight,  to  gain  experience 
in  solicitation. 

22932 

Percent 


January  .  19.8 

February  . 22.2 

March  .  22.0 

April  .  25.5 

May .  35.6 

June .  30.2 

July .  28.8 


On  the  New  York-Los  Angeles  operation  for  Septem¬ 
ber  1946  freight  and  express  loads  averaged  4,002.2 
pounds  westbound  and  2,676.9  pounds  eastbound.  Load 
data  for  each  day  of  the  month  indicate  the  maximum  and 
minimum  westbound  loads  at  5,633  and  336  pounds  and 
eastbound  at  4,774  and  775  pounds,  respectively. 

A  summary  of  the  distribution  of  property  traffic  be¬ 
tween  the  various  types  of  service  afforded  by  American 
in  recent  years  shows  (ton-miles) : 


Common  Contract  and 
carrier  charter 

Year  Express  freight  freight  Total 

1944  .  5,251,318  132,43s1 2 3  5,487  5,389,243 

1945  .  4,945,724  1,945,711  1,012,410  7,903,845 

1946  .  4,420,224=  5,123,078=  3,177,804’  12,721,106 


1  Started  in  October  1944. 

2  Through  November  30,  1946. 

3  OACI)  ouly,  July  through  November  1946. 

As  of  the  hearing  American  listed  its  sales  personnel 
concerned  with  common  carrier  freight  as  2  national  ac- 
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count  executives,  5  regional  directors,  38  sales  managers, 
4  cargo  sales  supervisors,  23  cargo  representatives,  and 
92  passenger  representatives  with  cargo  soliciting  duties. 
The  sales  managers  and  passenger  representatives  are  con¬ 
cerned  with  both  passenger  and  cargo. 

As  evidence  of  the  ability  of  the  presently  certificated 
carriers  to  haul  air  freight  as  traffic  develops,  American 
summarized  the  space  for  such  traffic  that  it  and  the  rest  of 
the  industry  will  have  available  in  combination  equipment 
alone  when  equipment  on  order  is  delivered.  American’s 
commitments  contemplate  a  fleet  of  95  CV-240,  40  DC-4, 
35  DC-6  day  planes,  14  DC-6  sleepers,  and  10  Re- 
22933  public  Rainbows.  Annual  operation  of  this  fleet 
in  combination  service  at  an  average  daily  utili¬ 
zation  of  approximately  9  hours  40  minutes  would  make 
available  a  total  of  226,600,000  ton-miles  of  cargo  capacity. 
Assuming  that  two  thirds  of  that  capacity  were  utilized 
for  mail  or  was  at  hours  unsuited  to  movements  of  prop¬ 
erty  would  result  in  a  usable  cargo  capacity  of  75,500,000 
ton-miles.  Switching  10  of  the  CV-240  and  10  of  the  DC-4 
planes  to  all  cargo  flights,  and  figuring  usable  cargo  capa¬ 
city  at  50  percent  of  maximum  for  these  planes  would  in¬ 
crease  the  total  ton-miles  usable  to  cargo  to  119,500,000 
ton-miles.  Expansion  of  these  figures  to  an  industry  basis 
was  on  the  assumption  that  American’s  capacity  would 
represent  20  percent  of  the  total  of  all  certificated  car¬ 
riers.  The  projected  industry  figure  for  usable  cargo  ca¬ 
pacity  is  377,500,000  ton-miles  for  combination  operations 
only;  if  about  10  percent  of  equipment  were  devoted  to  all 
cargo  flights  it  would  result  in  an  expanded  capacity  total¬ 
ing  597,500,000  ton-miles. 

As  a  general  indication  of  foreseeable  reductions  in  di¬ 
rect  flight  costs  of  new  over  present  aircraft  for  cargo  use 
American  presented  the  following  analysis:  general  as¬ 
sumptions  were  (1)  plane  utilization  of  10  hours  per  day, 
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(2)  depreciation  over  4  years  with  20  percent  residual,  (3) 
operation  under  CAR  04,  except  as  noted,  (4)  most  eco¬ 
nomical  range  between  400  and  1,000  miles  and  (5)  100 
percent  weight  load  factor. 


Flying  expenses 

Block 

speed 

Cents  per 

Cents  per 

Payload 

Range 

(miles  per 

Type  of  aircraft  ton-mile 

plane-mile 

(Tons) 

miles 

hour) 

Aircraft  presently  operated: 

Douglas  DC-3  (American 
Airlines  cargo  version).... 
Douglas  DC-4  (American 

10.8 

33.7 

3.1 

400 

162 

Airlines  cargo  version).... 

6.5 

62.5 

9.6 

1,000 

204 

22934 

Curtiss- Wright  C-46 

(Based  on  purchase  price 
of  $42,500,  a  minimum  of 
conversion,  and  operation 
under  CAR  03) . 

6.1 

36.9 

6.1 

400 

198 

Aircraft  planned  for  cominer- 

cial  use : 

Fairchild  C-82 . 

Consolidated- Vultee  CV-240 

8.9 

51.0 

5.7 

400 

185 

(Stripped-down  version  of 

- 

passenger  aircraft)  . 

6.3 

43.2 

6.6 

410 

233 

Lockheed  L-163  . 

5.8 

54.4 

9.3 

410 

236 

Boeing  377  - 

5.6 

114.4 

20.3 

870 

270 

Douglas  DC-4-1037  . 

Consolidated-Vultee  CV -24 

5.3 

60.1 

11.4 

1,000 

211 

(American  Airlines  cargo 
version)  . 

5.2 

47.2 

9.0 

470 

220 

Douglas  DC-4-1037B  . 

4.4 

69.0 

15.75 

1,000 

219 
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American  contends  that  the  applicants  have  generally 
underestimated  their  proposed  common-carrier  costs,  es¬ 
pecially  in  items  of  ground  and  service  costs.  These  cost 
elements  for  a  contract  service,  on  which  experience  the  ap¬ 
plicants  have  based  their  projections,  according  to  this 
intervenor,  is  an  inadequate  allowance  for  common-carrier 
service.  But  even  more  misleading  from  a  cost  of  service 
view  point,  American  argues,  is  the  excessive  load  factors 
which  have  been  estimated.  On  the  basis  of  its  common 
carrier  freight  and  express  experience  American  maintains 
that  an  average  load  factor  in  excess  of  50  percent  would 
be  very  difficult  to  attain.  Unbalance  of  directional 
22935  flows,  seasonality,  daily  fluctuations  and  a  need  to 
provide  a  fully  reliable  service  to  shippers  are 
stated  as  underlying  reasons. 

Load  factors  were  estimated  by  all  but  two  applicants 
and  those  estimates  ranged  from  60  to  80  percent.  A  reduc¬ 
tion  of  load  factor  to  50  percent,  assuming  the  same  direct 
costs  and  proportionate  indirect  expenses,  would  in  each 
case  require  a  material  increase  in  the  rates  proposed  in 
order  to  show  a  profit  on  the  operation.  On  cross  examina¬ 
tion  a  witness  for  American  conceded  that  an  area  au¬ 
thorization,  as  opposed  to  the  conventional  point-to-point 
certification,  would  make  possible  a  higher  load  factor. 
In  line  with  this  opinion  the  same  witness  also  asserted 
that  though  CACD  operations  had  been  profitable  with 
DC-4  equipment  the  company  anticipated  a  loss  for  the  im¬ 
mediately  foreseeable  future  as  DC-4’s  were  put  into  com¬ 
mon  carrier  all  cargo  operation. 

American  presented  a  detailed  cost  analysis  of  a  theo¬ 
retical  all  cargo  operation  by  “XYZ”  Airline  and  a  com¬ 
parison  of  the  added  cost  to  American  of  moving  the  same 
amount  of  traffic.  The  theoretical  operation  was  assumed 
to  be  on  a  point-to-point  basis  between  10  major  cities  on 
American’s  present  route  system.  A  fleet  of  10  DC-4’s 
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was  assigned  and  given  daily  utilization  per  plane  of  10 
hours.  Regular  schedules  plus  some  extra  sections  allowed 
for  an  annual  capacity  of  approximately  30  million  ton- 
miles.  A  load  factor  of  50  percent  was  applied.  On  this 
operation  American  estimated  the  expense  of  “XYZ”  Air¬ 
line  at  19.4  cents  a  ton-mile.  American  estimated  that,  on 
an  added  cost  basis,  it  could  operate  the  same  service  as 
an  adjunct  to  its  existing  system  operations,  with  break¬ 
even  expenses  of  only  16.2  cents  per  ton-mile.  It  must, 
of  course,  be  conceded  that  with  a  proper  allocation  of  costs 
between  cargo,  mail,  and  passengers,  the  allocated  cargo 
expense  to  American  would  be  greater  than  16.2 
22936  cents  per  ton-mile  and  would  spiral  upwards  to  a 
ton-mile  cost  somewhere  between  its  operation  on 
an  added  cost  basis  and  that  for  the  theoretical  operation 
by  “XYZ”  Airline. 

As  representing  the  minimum  additional  expense  for 
moving  this  amount  of  traffic  it  was  next  assumed  to  move 
in  American's  combination  equipment,  i.e.,  passengers  and 
cargo.  The  added  cost  to  American  for  such  handling  of 
the  freight  was  estimated  at  2.1  cents  a  ton-mile.  No  esti¬ 
mate  of  properly  allocated  cost  for  this  type  carriage  was 
attempted.  American  further  maintained  that  a  substan¬ 
tial  part  or  about  one-third  of  the  total  air  freight  would 
be  hauled  in  combination  equipment  while  the  remainder 
would  be  moved  in  all  cargo  aircraft.  Under  this  theory 
American's  added  cost  for  the  carriage  of  freight  would 
average  11.5  cents  a  ton-mile. 

Relative  to  American’s  19.4-cent  a  ton-mile  estimate  for 
“XYZ"  Airline,  the  first-year  cost  per  ton-mile  estimates 
of  applicants  who  proposed  operation  of  DC-4  type  equip¬ 
ment,  revised  to  show  a  50-percent  load  factor  are  as  fol¬ 
lows:  PCA#  13.65,  California  Eastern  14.05,  Air  Cargo 
Transport  14.40,  Calasia  14.56,  and  Willis  17.88.  Slick’s 
estimate  for  C-46  operation,  which  plane  has  direct  flight 
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costs  comparable  to  the  DC-4’s  proposed,  and  also  revised 
to  a  50-percent  load  factor  basis,  is  16.41  cents  a  ton-mile 
for  the  first  year. 

American  contends  that  the  argument  of  the  applicants 
relating  to  diversion  is  unsound,  i.e.,  that  the  certificated 
carriers  have  carried  so  little  airfreight  that  it  is  an  in¬ 
significant  part  of  total  revenue.  American  asserts  that 
certification  of  the  applicants  would  threaten  all  its  freight 
and  express  business  which  has  represented,  in  recent 
years,  from  5  to  8  percent  of  total  revenues  and  that  such 
diversion  could  only  result  in  increased  charges  which 
would  necessarily  be  borne  by  passengers  or  mail  In  De¬ 
cember  1946  freight  and  express  accounted  for  4.6  percent 
and  5.1  percent,  respectively,  a  combined  total  of  9.7  per¬ 
cent  of  American’s  total  operating  revenue. 

22937  Braniff  Airways ,  Inc.,  (Braniff)  intervened  to  re¬ 
fute  two  charges  made  generally  by  the  applicants : 
(1)  that  present  scheduled  carriers  have  not  demonstrated 
either  willingness  or  ability  to  develop  the  field  of  air 
cargo,  and  (2)  that  air  cargo  “specialists”  can  best  de¬ 
velop  and  serve  the  air  shipping  needs  of  the  public,  rather 
than  existing  carriers  certificated  to  carry  passengers, 
property,  and  mail. 

Braniff  began  service  under  an  airmail  contract  in  May 
1934  and  that  same  month  contracted  with  Railway  Ex¬ 
press  Agency  for  air  express  service.  This  carrier  cites  a 
stringent  financial  condition,  a  deficit  of  $142,000  as  of 
December  31,  1941,  as  contributing  measurably  to  the  com¬ 
pany’s  concentration  on  developing  its  passenger  business, 
which  required  the  least  developmental  expense.  The  war 
period,  with  reduced  equipment  and  high  load  factors,  im¬ 
proved  Braniffs  financial  condition  and  made  possible  the 
planning  of  an  air  freight  service.  During  the  war  it  op¬ 
erated  under  an  ATC  contract  and  carried  9,618,673  ton- 
miles  of  property  and  personnel. 
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As  examples  of  its  efforts  in  the  air  freight  field  Braniff 
lists  expenses  of  $7,372.  as  its  share  for  air  cargo  studies 
made  by  Air  Cargo,  Inc.,  a  study  of  perishables  made  by 
Gordon  Brown  and  Associates,  and  an  audit  by  Ernst  and 
Ernst  of  the  Air  Express  Division  of  Railway  Express 
Agency.  In  November  1943  the  carrier  also  added  a  traf¬ 
fic  manager  to  its  traffic  and  sales  staff  for  development  of 
the  company’s  air  cargo  program.  Air  freight  promotional 
material  represented  an  outlay  of  $22,837  from  December 
1,  1945,  to  December  31,  1946.  International  air  express  to 
Mexico  was  inaugurated  on  December  1,  1944,  and  the  car¬ 
rier’s  first  domestic  air  freight  tariff  became  effective  De¬ 
cember  1,  1945. 

2293S  Braniff  had  one  C-47  converted  for  cargo  when 
its  air  freight  tariff  went  into  effect.  A  second 
plane,  also  convertible  for  passenger  charters,  was  added 
in  March  1946.  Neither  of  these  planes  has  been  flown  on 
regular  schedules.  They  have  been  utilized  for  extra  sec¬ 
tions  when  required  or  in  charter  flights  between  certi¬ 
ficated  or  off-line  points.  No  commitments  for  new  all 
cargo  planes  have  been  made.  Plans  are  to  convert  present 
passenger  planes  for  cargo  use  as  new  passenger  aircraft 
are  received  and  as  demands  for  property  carriage  may 
require. 

Braniff  has  no  present  plans  for  equipment  interchange 
with  other  carriers  for  handling  through  flights  of  air 
freight.  Effective  May  15,  1946,  it  concurred  in  TWA 
tariffs  which  set  forth  joint  rates  for  air  freight  carriage 
between  points  on  these  two  systems.  The  carrier  is  active 
in  plans  for  expansion  of  Air  Cargo,  Inc.,  to  act  as  ground 
freight  agent  for  all  the  domestic  certificated  carriers. 
Company  policy  with  respect  to  the  future  development 
of  air  freight  is  to  continue  to  develop  it  on  a  sound  and 
conservative  basis,  which  will  not  place  a  burden  either 
upon  the  stockholders  or  upon  the  Government. 


441 


Examiners’  Report  Docket  810 

For  the  13-montli  period  ended  December  31,  1946,  Bran- 
ill  shows  air  freight  revenues  totaling  $95,965.  A  break¬ 
down  of  that  revenue  indicates  that  about  59  percent  of  the 
total  represents  air  freight  carried  in  passenger  planes, 
16  percent  hauled  on  all  cargo  flights,  and  approximately 
25  percent  carried  on  charter  flights.  The  all  cargo  flights 
during  that  period  carried  51,671  ton-miles  of  air  freight 
and  21,500  ton-miles  of  air  express  and  mail.  All  cargo 
plane  utilization  averaged  1  hour  38  minutes  daily, 
22939  and  the  load  factor  for  freight,  express,  and  mail 
averaged  41.37  percent.  On  an  added  cost  basis 
Braniff  shows  a  net  profit  on  air  freight  for  the  above  pe¬ 
riod,  of  $6,838.  In  December  1946,  air  freight  accounted  for 
1.06  percent,  and  air  express  for  4.6  percent  of  BranifPs 
total  operating  revenue. 

Chicago  and  Southern  Air  Lines ,  Inc.,  (Chicago  and 
Southern)  submitted  data  showing  its  history  of  opera¬ 
tions  relative  to  the  carriage  of  property  and  to  indicate 
the  importance  of  property  traffic  to  the  company’s  sound 
growth.  This  carrier  has  long  participated  in  the  arrange¬ 
ments  with  Railway  Express  Agency  for  the  carriage  of 
air  express  and  became  a  stockholder  of  Air  Cargo,  Inc., 
in  1942. 

A  cargo  department  was  set  up  in  the  traffic  and  sales 
division  of  the  company  in  July  1945  to  plan  and  develop 
an  air  cargo  program.  On  August  15,  1946,  Chicago  and 
Southern’s  first  air  freight  tariff  went  into  effect.  This 
initial  tariff  was  on  an  airport-to-airport  basis.  Pick-up 
and  delivery  service  was  added  for  all  points  on  the  sys¬ 
tem  in  November  1946.  Rates  range  from  26.5  to  20.2 
cents  a  ton-mile.  International  air  freight  service  to  Ha¬ 
vana  was  inaugurated  on  November  1, 1946. 

Chicago  and  Southern  at  the  time  of  hearing  had  one 
0-47  plane  which  had  been  converted  for  cargo  use.  Prior 
to  December  10,  1946,  that  plane  was  not  used  on  schedule 
except  as  an  extra  section  when  required.  From  December 
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10,  1946,  to  January  1,  1947,  an  all  cargo  schedule  was  op¬ 
erated  from  Chicago  to  Memphis,  and  from  the  latter  point 
to  Detroit  on  route  No.  8.  This  schedule  was  initiated  to 
handle  heavy  holiday  during  December,  and  was 
22940  considered  not  justified  thereafter.  The  ton-mile 
load  factor  for  the  all  cargo  schedule  in  the  above 
period  was  21.1  percent. 

Traffic  and  revenue  data  for  domestic  air  express  and 
air  freight  for  the  last  5  months  of  1946  are  as  follows : 


Freight  Express 

1946  Ton  miles  Revenue  revenue 

August  .  1,915  $  682  $17,335 

September  .  8,749  2,738  20,306 

October .  6,415  1,976  25,781 

November .  18,072  6,169  23,009 

December  .  34,429  10,502  31,033 


Out  of  total  operating  revenues  of  $1,497,432  for  December 
1946  the  freight  and  express  revenues  represent  0.7  per¬ 
cent  and  2.1  percent,  respectively. 

Employing  the  month  of  September  1946  as  an  example, 
Chicago  and  Southern  analyzed  the  potential  contribution 
of  air  freight  as  it  would  affect  its  own  operations.  On 
the  assumption  that  a  revenue  passenger  load  factor  of 
80  percent  is  needed  to  break  even  in  DC-3  operations,  Chi¬ 
cago  and  Southern  noted  that  its  September  passenger 
load  factor  of  72.09  percent  was  too  low  by  7.91  percent, 
or,  at  the  then  prevailing  passenger  rate,  by  7.9  cents  per 
mile.  At  the  average  freight  rate  of  23.35  cents  a  ton-mile 
only  677  additional  pounds  of  freight  per  mile  was  needed 
to  reach  the  break-even  point.  Unused  payload  for  the 
month  of  September  averaged  2,866  pounds  and  could,  on 
the  average,  have  been  accommodated  well  within  the  load 
capacity  of  the  cargo  bins  of  the  DC-3  and  DC-4  equip¬ 
ment  operated. 

22941  Chicago  and  Southern  sees  in  this  situation  an 
opportunity  to  develop  air  freight  to  help  it  out 


443 


Examiners ’  Report  Docket  810 

of  the  “need*’  class  of  air  carriers.  It  believes  that  its 
routes  have  a  large  air  freight  potential  which  will  re¬ 
quire  aggressive  developmental  work  and  that  a  good  por¬ 
tion  of  its  air  freight  will  move  to  points  beyond  its  routes 
through  connecting  sendee.  As  of  the  hearing  Chicago 
and  Southern  had  15  personnel  in  its  cargo  department, 
7  of  whom  were  cargo  salesmen  exclusively,  and  the  re¬ 
mainder  performing  administrative  and  clerical  duties 
relating  to  all  classes  of  property  and  mail. 

Continental  Air  Lines  Inc .  (Continental),  takes  the  po- 
sition  that  it  has  aggressively  developed  air  freight  to  and 
from  the  cities  on  its  system  and  that  it  would  be  contrary 
to  the  public  interest  to  subject  Continental,  a  subsidized 
carrier,  to  diversion  which  would  result  if  additional  ser¬ 
vices  were  authorized. 

Continental’s  first  air  freight  tariff  became  effective  Jan¬ 
uary  1,  1946.  The  initial  filing  provided  for  service  to  and 
from  points  on  TWA’s  system  and  on  September  1,  1946, 
joint  tariffs  with  Western  and  Inland  extended  the  con¬ 
necting  service  offered  to  these  systems.  This  carrier’s 
current  rate  range  for  air  freight  is  from  28.5  to  20.5  cents 
a  ton-mile. 

All  air  freight  carried  at  tariff  rates  had  been  accom¬ 
modated  up  to  the  time  of  the  hearing  in  passenger  planes 
flying  regular  schedules.  The  company  then  had  two  C-47’s 
available  for  cargo  use,  but  believed  that  operation  of  all 
cargo  schedules  for  possible  traffic  generation  could  not 
be  justified  by  a  “need”  carrier,  in  view  of  the  traffic  then 
available. 

22942  Continental  points  to  the  following  statistics  for 
the  first  9  months  of  1946  as  evidencing  (1)  the  ra¬ 
pid  rate  of  development  of  air  freight  traffic  and  (2)  the 
continued  growth  of  air  express  which  indicates  that  air 
freight  is  not  merely  displacing  air  express  but  is  new 
traffic. 
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Express  Freight  Express  and  freight 


Ton- 

Index  of 

Ton- 

Index  of 

Ton- 

Index  of 

Month 

miles 

growth 

miles 

growth 

miles 

growth 

January  . 

3,803 

100 

665 

100 

4,468 

100 

February  . 

3,628 

95 

345 

52 

3,973 

89 

March  . 

6,009 

158 

1,318 

198 

7,327 

164 

April  . 

4,548 

120 

1,167 

175 

5,715 

128 

May  . 

6,266 

165 

3,772 

567 

10,038 

225 

June . 

4,626 

122 

3,485 

524 

8,111 

182 

July  . . . 

6,358 

167 

6,434 

968 

12,792 

286 

August  . 

5,907 

155 

8,928 

1,343 

14,835 

332 

September  .... 

5,889 

155 

10,628 

1,598 

16,517 

370 

Of  the  freight  carried  by  Continental  in  this  9-month  pe¬ 
riod  on-line  traffic  has  yielded  72.43  percent  and  interline 
traffic  27.57  percent  of  total  air  freight  revenue.  In  De¬ 
cember  1946  air  freight  express  revenues  amounted  to  1.4 
percent  and  1.65  percent,  respectively,  of  total  operating 
revenues. 

Delta  Air  Lines ,  Inc.,  (Delta)  maintains  that  its  reason 
for  not  establishing  an  air  freight  service  prior  to  the  war 
was  primarily  based  upon  the  economics  of  its  system  as 
then  constituted.  Until  1941,  its  route  extended  only  from 
Charleston,  S.  C.,  to  Fort  Worth,  Tex.,  through  an  area 
largely  agricultural.  Most  points  served  on  that  route,  it 
contends,  were  joined  to  the  industrial  centers  of  the  north¬ 
east  and  mid-west  by  more  direct  routings  that  it 
22943  could  offer.  By  the  time  it  was  awarded  a  route 
to  Cincinnati  in  1941  it  found  the  availability  of 
additional  equipment  severely  limited. 

The  first  all  freight  service  operated  by  Delta  was  dur¬ 
ing  the  war  under  contract  with  ATC  between  Detroit  and 
Miami.  The  company  became  a  stockholder  in  Air  Cargo, 
Inc.,  during  1942. 

Delta’s  first  air  freight  tariff  became  effective  August 
15,  1946.  Average  revenue  under  that  tariff  was  stated  as 
approximately  25  cents  a  ton-mile.  Two  C-47’s  were  avail- 
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able  at  that  time  for  cargo  use.  They  had  not  been  used 
in  scheduled  service  to  the  time  of  hearing  other  than  as 
an  occasional  extra  section  when  freight  traffic  required. 
Delta  indicated  that  for  a  recent  period  there  was  avail¬ 
able  for  air  freight  on  its  regular  passenger  flights  a  daily 
average  of  15,000  pounds  over  its  heaviest  traveled  seg¬ 
ment,  Chicago  to  Atlanta  via  Cincinnati  and  Knoxville, 
on  route  No.  54.  Delta  plans  to  initiate  all  cargo  schedules 
as  traffic  demands,  either  with  the  C-47  equipment  pres¬ 
ently  available  or  with  Martin  202’s  which  are  on  tenta¬ 
tive  order. 

Air  freight  traffic  and  revenues  realized  by  Delta  have 
been  as  follows : 


1946 

Ton-miles 

Revenue 

August1  . 

.  3,146 

$  1,105 

September . 

.  48,554 

13,744 

October  . 

.  20,193 

6,482 

November  . 

.  23,036 

5,785 

December  . 

.  41,762 

11,944 

1  Covers  only  last  half  of  August. 


22944  Delta’s  air  freight  revenue  for  December  1946 
amounted  to  1.07  percent  of  total  operating  rev¬ 
enues  and  air  express  represented  slightly  over  3  percent. 

In  addition  to  the  general  position  of  the  intervening 
carriers,  i.e.,  that  the  presently  certificated  airlines  can 
best  supply  air  freight  service,  Eastern  Air  Lines,  Inc.. 
(Eastern)  contends  that  the  uneconomical  low  rates  of  the 
nonscheduled  and  contract  carriers  are  having  a  deterrent 
effect  upon  the  sound  development  of  the  industry  and  that 
certification  of  exclusive  air  freight  carriers  would  drain 
away  traffic  which  is  needed  by  Eastern  and  other  carriers. 
Eastern  envisions  air  freight  service  as  being  provided  by 
certificated  common  carriers  operating  over  point-to-point 
routes  and  supplemented  by  operations  of  contract  car¬ 
riers  serving  bulk  shipments.  It  believes  that  contract 
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carriers  by  air  should  be  subject  to  economic  regulation 
similar  to  common  carriers. 

Eastern  dates  its  entrance  into  the  air  cargo  field  as  of 
1932  when  it  was  among  the  organizers  of  General  Air 
Express — the  sendee  utilizing  ground  operations  of  Postal 
Telegraph  Company.  It  became  a  party  to  the  Railway 
Express  Agency  agreement  in  1935. 

Under  contract  with  the  ATC  during  the  war  Eastern 
operated  over  33  million  miles  carrying  cargo  amounting 
to  approximately  3  tons  for  each  mile  flown.  Most  of  the 
600  men  employed  in  the  ATC  work  are  presently  with 
Eastern.  This  carrier  was  one  of  the  original  four  which 
organized  Air  Cargo,  Inc.  Its  investment  in  that  corpo¬ 
ration  is  approximately  $50,000. 

Eastern  claims  the  operation  of  all  cargo  schedules  start¬ 
ing  in  June  1942  and  continuing  thereafter,  though  not 
with  100  percent  regularity.  Such  schedules  served  only 
mail  and  express  until  July  16,  1945,  when  a  local  com¬ 
modity  tariff  added  newspapers  and  magazines  between 
New  York/Newark  and  Miami.  Other  local  tariffs 
22945  later  added  those  same  commodities  for  other 
points  on  its  system,  but  it  was  not  until  No¬ 
vember  1,  1946,  that  Eastern’s  general  commodity  tariff 
for  its  entire  system  went  into  effect.  The  rate  range  for 
that  tariff  is  from  26.5  to  23  cents  a  ton-mile. 

As  of  the  hearing  Eastern  had  one  C-47  in  all  cargo  ser¬ 
vice  and  on  two  other  flights  blocked  out  12  seats  to  allow 
increased  cargo  loads,  all  on  route  No.  6-  Computing  avail¬ 
able  cargo  loads  on  passenger  planes  at  1,500  pounds  for  a 
DC-3  and  4,000  pounds  for  a  DC-4,  Eastern  maintained 
that  it  had,  as  of  the  hearing,  260,000  pounds  of  cargo  space 
available  each  day  over  its  system.  Each  passenger  load 
factor  short  of  100  percent  would  permit  an  increase  of 
that  figure.  Proposed  fleet  additions  of  14  Constellations, 
with  the  Cargo  Speedpak,  and  25  Martin  202’s  will  add 
daily  cargo  capacity  of  approximately  188,000  ton-miles. 
As  all  cargo  planes  are  needed,  DC-3’s  retired  from  pas- 
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senger  service  will  be  converted  for  such  use,  though  the 
carrier  readily  admits  that  this  equipment  is  not  economi¬ 
cal  for  cargo  operations  even  when  fully  depreciated. 

Ton-miles  of  air  freight  carried  by  Eastern  since  the 
effective  date  of  its  general  tariff  is  as  follows : 


1946  Ton-miles  Revenue 

November  .  51,500  $12,363 

December .  100,000  24,426 


December  air  freight  revenue  equalled  about  0.5  percent 
of  the  carrier’s  total  operating  revenues. 

Salesmen  representing  Eastern  sell  all  types  of  service. 
Special  sales  problems  relating  to  air  freight  are  handled 
by  six  sales  supervisors  located  in  the  larger  cities.  The 
latter,  with  possibly  a  few  additional,  are  the  only  em¬ 
ployees  devoting  their  full  time  to  air  freight. 

22946  It  is  Eastern’s  stated  policy  to  conduct  air  freight 
operations  so  as  to  show  a  profit  to  the  company. 
Kates  will  be  reduced  as  fast  as  equipment  and  operating 
economies  permit.  Eastern  showed  a  reduction  of  over¬ 
all  operating  expenses  from  about  32  cents  for  January 
1946  to  approximately  23  cents  per  available  ton-mile 
flown  for  December  of  that  year. 

Mid-Continent  Airlines ,  Inc.,  (Mid-Continent)  contends 
that  there  is  an  inadequate  air  freight  potential  over  its 
system  to  warrant  certification  of  an  all  freight  carrier. 
Pointing  out  that  30  to  35  percent  of  its  historical  traffic 
lias  been  connecting  traffic  it  opposes  the  certification  of 
area  type  operations  which  would  tend  to  reduce  the  volume 
of  such  traffic  in  air  freight. 

A  recent  check  of  capacity  available  for  cargo  on  its 
regular  passenger  flights  showed  an  average  of  about  1,000 
pounds  on  each  of  its  through  flights.  It  had  not  operated 
any  all  cargo  flights  to  the  time  of  hearing.  Its  first  air 
freight  tariff  became  effective  January  1,  1947.  The  maxi¬ 
mum  rate  is  approximately  26  cents  a  ton-mile,  with  re- 
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ductions  based  upon  shipment  weight.  Average  yield 
from  the  tariff  is  estimated  at  around  20  cents  a  ton-mile. 

One  supervisory  employee  and  three  sales  representa¬ 
tives  are  engaged  solely  in  air  freight  activities. 

National  Airlines,  Inc.,  (National)  air  freight  tariff  No. 
1  became  effective  September  15, 1946.  It  offers  air  freight 
service  between  Jacksonville,  Miami,  Tampa,  New  Orleans, 
and  Newark,  points  on  its  system  which  are  served  by  DC-4 
equipment.  Passenger,  mail,  and  express  schedules  to 
other  cities  on  the  carrier’s  system  are  conducted  with 
Lockheed  Lodestar  aircraft.  Historically,  these  schedules 
have  had  ample  excess  space  to  accommodate  a  significant 
quantity  of  air  freight. 

22947  National’s  air  freight  rates  range  from  approxi¬ 
mately  22  to  26  cents  a  ton-mile.  Average  yield 
for  3*4  months  has  averaged  about  28  cents  a  ton-mile.62 
Ton-miles  carried  for  the  latter  part  of  1946  are  as  follows: 


1946  Ton-miles 

September  (half)  .  4,089 

October .  13,435 

November .  7,419 

December  .  31,453 


56,376 

Total  pounds  carried  during  this  period  were  119,882,  in¬ 
dicating  an  average  haul  of  about  940  miles.  Average 
weight  of  shipment  for  December  1946,  stated  to  be  repre¬ 
sentative  of  the  entire  period,  was  approximately  240 
pounds.  Freight  revenue  for  December  1946  represented 
slightly  over  1  percent  of  National’s  total  operating  rev¬ 
enues. 


t‘»2  National  explains  the  average  yield  being  higher  than  the  maximum 
rate  because  of  small  shipments  which  are  charged  the  minimum  weight  of 
25  pounds. 
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National’s  position  with  respect  to  the  instant  applica¬ 
tions  was  generally  similar  to  that  expressed  by  Mid-Con¬ 
tinent  Airlines. 

Northwest  Airlines,  Inc.,  (Northwest)  contends  that  it 
can  and  will  furnish  an  adequate  air  freight  service  over 
its  system  and  that  the  public  convenience  and  necessity 
do  not  require  any  duplicating  service  by  an  all  freight 
carrier. 

Northwest’s  earliest  air  freight  tariff  was  filed  in  1941 
and  was  discontinued  with  the  start  of  World  War  II.  Com¬ 
modities  covered  were  cut  flowers,  seafood,  newspapers  and 
periodicals,  and  rates  ranged  from  about  27  to  42  cents  a 
ton-mile.  Under  Government  contract  during  the  war  this 
carrier  hauled  a  total  of  almost  45  million  tons  of  military 
cargo  while  accounting  for  22  million  plane  miles 
22948  operated. 

The  first  postwar  action  taken  by  Northwest 
toward  initiation  of  a  general  air  freight  service  was  the 
filing  with  the  Board  of  an  air  freight  agreement  with  Rail¬ 
way  Express  Agency,  C.  A.  B.  No.  617,  on  April  26,  1946. 
The  agreement  has  been  disapproved  by  the  Board.63  While 
that  proceeding  was  still  pending  Northwest  filed  a  gen¬ 
eral  commodity  air  freight  tariff  for  all  points  on  its  sys¬ 
tem  effective  November  15,  1946.  Rates  under  this  tariff 
range  from  approximately  60  to  22  cents  a  ton-mile.  Dif¬ 
fering  from  the  rates  of  other  carriers  Northwest  makes 
no  rate  reduction  for  large  shipments ;  rates  for  100  pounds, 
the  minimum  weight  for  computing  charges,  are  used  for 
all  shipments.  Rates  do  vary,  however,  with  length  of 
haul.  Experience  for  the  V/2  months  of  1946  under  that 
tariff  is  as  follows: 

1946  Ton-  miles  Revenues 

November  (half)  .  12,046  $4,523 

December  .  21,450  6,655 


63  Oixlers  Serial  Number  K-lir>3,  January  28,  1948. 
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December  air  freight  revenue  amounted  to  0.44  percent 
and  air  express  revenue  to  8.6  percent  of  the  company’s 
total  operating  revenues. 

Northwest  has  two  C-47  aircraft  available  for  all  cargo 
use,  but  has  not  experienced  a  demand  for  service  large 
enough  to  justify  their  operation.  New  equipment  on  order 
at  the  time  of  the  hearing  were  10  Martin  202’s,  40  Martin 
303’s,  and  10  Boeing  377’s. 

Northwest  has  no  employees  devoting  their  time  ex¬ 
clusively  to  air  freight,  work  functions  relating  to  pas¬ 
senger  and  all  forms  of  property  shipments  being  com¬ 
bined. 

Transcontinental  &  Western  Air,  Inc.,  (TWA)  asserts 
that  its  all  cargo  operations  extend  back  to  May  1931, 
when  its  New  York-Los  Angeles  flight  carried  only  mail 
and  express  between  Kansas  City  and  Los  Angeles. 
22949  In  1932  it  was  among  the  organizers  of  General 
Air  Express  and  was  the  last  carrier  to  abandon 
that  arrangement  in  favor  of  the  Railway  Express  agree¬ 
ment  in  August  1937.  In  October  1943  it  initiated  all  freight 
flights  between  New  York  and  Chicago  in  an  effort  to  de¬ 
velop  air  freight.  The  rates  charged  ranged  as  low  as  $12 
per  hundred  pounds  compared  to  the  then  prevailing  air 
express  rate  of  $28  per  hundred.  Traffic  at  that  rate  failed 
to  support  the  experiment,  however,  and  it  was  discon¬ 
tinued. 

TWA’s  first  C.  A.  B.  air  freight  tariff  became  effective 
July  1,  1945,  covering  general  commodities  between  five 
major  cities,  i.e.,  New  York,  Chicago,  Kansas  City,  Phoenix, 
and  Los  Angeles.  Complete  coverage  of  its  system  be¬ 
came  effective  January  1,  1946,  and  subsequent  tariffs 
offered  joint  service  extending  over  the  routes  of  Braniff, 
Continental,  Western,  and  Inland.  As  of  the  hearing,  in 
addition  to  the  general  commodity  rates,  TWA  had  in 
effect  a  special  rate  covering  shipments  of  fresh  fruits, 
vegetables,  or  berries  weighing  5,000  pounds  or  more  from 
west  coast  points  to  Wichita  and  cities  east  thereof.  The 
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average  yield  from  TWA's  tariff  C.  A.  B.  No.  7  is  approxi¬ 
mately  26  cents  a  ton-mile. 

In  view  of  the  postwar  period  during  which  the  appli¬ 
cants  in  this  proceeding  commenced  their  activities,  TWA 
argues  that  a  number  of  factors  have  temporarily  in¬ 
creased  the  demand  for  air  freight  service:  viz.,  (1)  an 
increase  since  1939  from  6  to  34.9  billion  dollars  in  1945 
of  net  individual  savings,  (2)  a  rush  by  retailers  to  re¬ 
plenish  depleted  inventories,  (3)  sales  promotion  ship¬ 
ments  of  new  items  to  market  by  air  items,  such  as  farm 
machinery,  radios,  kitchen  and  laundry  equipment,  (4)  a 
shortage  of  freight  cars  estimated  by  the  Office  of  Defense 
Transportation  in  October  1946  as  75,000  a  week,  (5)  a 
shortage  of  trucking  equipment,  and  (6)  numerous  strikes 
in  transportation  and  related  industries.  On  the 
22950  other  side  of  the  picture  TWA  asserts  that  the  price 
of  surplus  aircraft,  about  $21,000  for  a  C-47  as 
compared  to  $130,000  for  a  new  DC-3,  and  C-54’s  at  ap¬ 
proximately  $84,000  as  against  $480,000  for  a  new  DC-4, 
is  making  possible  a  temporary  low  cost  air  freight  service. 

TWA's  carriage  of  air  freight  and  the  revenue  derived 
therefrom  during  1946  is  as  follows: 


1946  Ton-miles  Revenues 

January .  66,553  $18,259 

February .  98,258  28,175 

March .  108,072  31,653 

April  .  150,231  41,759 

May  .  195,413  55,658 

June .  186,236  49,489 

July  .  239,936  63,009 

August .  247,879  62,070 

September .  262,087  68,823 

October1 .  213,374  56,347 

November1 .  76,480  18,633 

December  .  361,732  93,283 


1  Operations  interrupted  by  pilot  strike. 
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In  December  air  freight  shipments  accounted  for  2.8  per¬ 
cent  of  total  operating  revenues.  That  same  month  ex¬ 
press  shipments  represented  6.9  percent  of  the  total. 

As  of  the  hearing  TWA  had  four  DC-3  aircraft  in  all 
cargo  service.  Two  others  used  for  pilot  training  were 
available  when  needed.  All  of  its  cargo  flights  since  Sep¬ 
tember  1946  have  been  operated  as  extra  sections  of  pas¬ 
senger  flights  for  increased  flexibility.  The  number  of  all 
cargo  flights  operated  has  decreased  during  1946  as  the 
number  of  planes  in  passenger  service  has  increased.  In 
February  1946  65.7  percent  of  all  air  freight  carried  by 
TWA  moved  in  cargo  planes.  In  October  of  the  same  year 
only  27.8  percent  of  the  freight  moved  by  all  cargo  air¬ 
craft,  whereas  72.2  percent  of  it  was  carried  on  passenger 
flights.  Passenger  plane  miles  increased  from  2,394  for 
September  1945  to  4,186  in  July  1946.  Utilization 
22951  of  equipment  and  load  factors  (freight,  express, 
and  mail)  for  TWA  all  cargo  flights  are  as  follows: 


1946 

Daily 

utilization 

Hours  Minutes 

Load 

factor 

Percent 

January  . 

.  13 

19 

35.4 

Februarv  . 

.  13 

58 

34.6 

March  . 

.  12 

09 

35.0 

April  . 

.  10 

39 

42.1 

Mav . 

.  10 

29 

39.9 

June  . 

.  9 

55 

32.9 

Julv  . 

.  9 

17 

40.8 

August  . 

.  9 

14 

48.9 

September  . 

.  8 

36 

51.2 

October . 

.  8 

42 

— 

Average  weight  of  air  express  shipments  over  TWA’s 
system  has  shown  a  gradual  increase  from  about  7  pounds 
in  1937-40  to  a  high  of  23  pounds  in  early  1945  and  aver¬ 
aging  about  15  pounds  during  1946.  Average  weight  of  air 
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freight  shipments  by  months  ranged  between  156  and  194 
pounds  for  the  first  9  months  of  1946.  For  September  1946, 
only  8.6  percent  of  all  freight  shipments  weighed  500 
pounds  or  more.  Average  length  of  haul  was  approxi¬ 
mately  1,000  miles. 

The  10  principal  classifications  of  freight  carried  by 


TW A  in  September  1946  were : 

Percentage  of 

Classification  freight  revenue 

Machinery  and  parts .  12.16 

Aircraft  parts .  10.03 

Auto  parts .  8.18 

Flowers .  6.91 

Electrical  equipment .  6.75 

Printed  and  advertising  matter .  6.11 

Radio  parts  .  5.50 

Film  .  4.70 

Wearing  apparel  and  dry  goods .  4.27 

Newspapers  and  periodicals .  4.08 


22952  A  complete  origination-destination  analysis  for 
air  freight  carried  on  TWA’s  system  was  made  for 
September  1946.  Reproduction  of  this  extensive  data  here 
is  not  warranted.  However,  comparison  is  afforded  be¬ 
tween  relative  passenger  and  freight  flows  over  segments 
of  TWA’s  routes  proposed  for  duplication  by  three  ap¬ 
plicants  as  follows: 


National 

Skyway 

Slick 

wiiiis 

Percent  of  feasible  TWA  seg- 

ments  to  be  duplicated . 

23.8 

13.8 

17.2 

Percent  of  total  TWA  passen¬ 
ger  Jan. -June  1946,  traveling 
on  segments  to  be  duplicated 

78.2 

30.7 

41.1 

Percent  of  total  TWA  air 
freight  September  1946,  mov¬ 
ing  over  segments  to  be  dupli¬ 
cated  . 

78.4 

43.0 

51.2 
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In  another  analysis  concerning  these  same  three  appli¬ 
cants  TWA  asserts  that  as  of  Nevember  1,  1946,  there  was 
more  annual  cargo  capacity  in  inter-region  passenger  sched¬ 
ules  of  American,  United,  and  TWA  than  the  three  appli¬ 
cants  estimated  for  carriage  in  their  first  year  of  certifi¬ 
cated  operations.  The  “regions”  were  those  generally 
adopted  as  “areas”  by  these  applicants.  The  estimated 
first-year  volume  of  traffic  for  the  three  applicants  was 
167,494,612  ton-miles.  TWA’s  computation  indicated  180,- 
036,271  ton-miles  of  available  capacity  in  the  passenger 
planes  of  the  three  certificated  lines.  Actually,  the  capa¬ 
city  to  be  offered  by  the  applicants  concerned  would  be 
greater  than  their  estimated  traffic  since  a  load  factor  of 
about  75  percent  was  used.  On  the  other  hand,  an  increase 
of  passenger  schedules  by  the  certificated  carriers  would 
maintain  the  rough  balance  between  the  figures.  The  avail¬ 
able  capacity  of  the  certificated  lines  would,  of  course,  be 
used  for  mail  and  express  as  well  as  air  freight. 
22953  TWA’s  plans  for  air  freight  call  for  expansion 
of  coverage  as  rapidly  as  possible  through  inter¬ 
line  arrangements  and  joint  tariffs.  As  of  the  hearing  it 
had  filed  with  the  Board  a  proposed  equipment  interchange 
agreement  with  Delta  for  handling  through  cargo  flights.64 
A  similar  agreement  with  Chicago  and  Southern  was  stated 
to  be  under  discussion. 

TWA’s  new  domestic  equipment,  Lockheed  Constella¬ 
tions,  were  being  equipped  with  the  “Speedpak”  as  rapidly 
as  possible.  As  to  future  rates  TWA  maintains  that  it  will 
lower  them  when  possible  consistent  with  maintaining  eco¬ 
nomically  profitable  operations. 

United  Air  Lines,  Inc.,  (United)  takes  the  position  that 
the  certification  of  an  all  cargo  carrier  over  its  routes  is 
not  required  in  the  public  interest.  It  asserts  that  the  pres- 


64  This  agreement  was  subsequently  approved  by  the  Board.  See  T.  fT.  A.- 
Delta. ,  Equipment  Interchange,  Docket  No.  2346,  decided  December  29,  1947. 
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ently  certificated  all  purpose  air  carriers  offer  a  complete 
cargo  service  for  shippers  and  will  be  able  to  lower  rates 
more  rapidly  than  the  applicants  could.  United  contends 
that  competition  presently  provided  by  other  certificated 
air  carriers  over  various  portions  of  its  system  is  adequate 
to  assure  a  full  development  in  the  field  of  air  freight. 

United  traces  its  early  efforts  in  the  air  cargo  field  to 
1927  when  predecessor  companies  contracted  with  the  Rail¬ 
way  Express  Agency  for  ground  handling  of  air  express. 
In  1939,  anticipating  the  availability  in  the  following  year 
of  DC-4  aircraft,  the  company  started  planning  for  ex¬ 
pansion  of  its  property  carriage  with  planes  that  would 
then  have  been  obsolete  for  passenger  service.  The  diver¬ 
sion  of  the  DC-4's  to  military  use  and  the  ensuing  war 
halted  these  plans.  During  the  war  United  undertook  ex¬ 
tensive  transport  operations  for  the  Air  Transport  Com¬ 
mand  within  the  United  States,  to  Alaska,  and  across  the 
Pacific.  A  summary  of  these  contract  operations  from  1942 
through  September  1946  showed  more  than  50  mil- 
22954  lion  plane  miles  flown  with  traffic  approximating 
639  million  passenger  miles,  47  million  ton-miles  of 
cargo,  and  33  million  ton-miles  of  mail. 

All  cargo  flights  were  initiated  by  United  October  16, 
1943,  with  three  converted  DC-3’s.  By  December  15,  1944, 
nine  all  cargo  planes  were  in  service.  As  of  the  hearing 
the  company  was  operating  eight  DC-3’s  and  two  DC-4’s 
on  all  cargo  flights  with  four  more  DC-4’s  contracted  for 
conversion  to  property  carriage  as  new  equipment  on  order 
was  delivered.  On  the  basis  of  new  equipment  to  be  de¬ 
livered  United  indicated  that  in  1948  it  would  have  31 
DC-3’s  and  21  DC-4's  available  for  conversion  for  cargo 
use  if  traffic  required. 

United's  first  air  freight  tariff  became  effective  Feb¬ 
ruary  1,  1946,  and  was  valid  as  of  the  hearing.  Rates 
ranged  from  approximately  14  to  26  cents  a  ton-mile  with 
an  average  yield  to  the  company  of  about  24.9  cents.  A 
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special  commodity  tariff  covering  fresh  fruits  and  vegeta¬ 
bles  from  west  coast  points  to  Chicago  and  points  east 
thereof  became  effective  at  the  same  time.  It  called  for  a 
minimum  shipment  weight  of  5,000  pounds. 

The  growth  of  property  and  mail  carriage  by  United 
since  1935  is  indicated  by  the  following  data : 


Year 

Express  and 
freight 
ton-miles 

Percentage 
of  increase 
over  1935 

Mail 

ton-miles 

flown 

Percentage 
of  increase 
over  1935 

1935 . 

..  1,089,802 

— 

4,132,708 

— 

1936 . 

..  1,860,809 

70.7 

5,741,436 

38.9 

1937 . 

2,156,070 

97.8 

6,698,230 

62.1 

1938 . 

..  2,173,706 

99.5 

7,422,860 

79.6 

1939 . . . 

..  2,705,614 

148.3 

8,584,891 

107.7 

1940 . 

..  3,469,485 

218.4 

10,035,638 

142.8 

1941 . 

5,242,529 

381.1 

12,900,405 

212.2 

1942. . 

..  11,691,208 

972.8 

21,066,627 

409.8 

22955 

1943 . 

...  15,117,925 

1,287.2 

35,927,042 

769.3 

1944 . 

...  17,702,934 

1,524.4 

50,921,792 

1,132.2 

1945 . 

...  23,172,436 

2,026.3 

65,095,549 

1,475.1 

194(5 . 

...  33,126,102 

2,941.5 

28,948,109 

600.5 

For  December  1946,  United’s  revenues  from  freight  and 
express  were  approximately  4.9  percent  and  7  percent, 
respectively,  of  total  operating  revenues. 

With  a  proposed  fleet  of  149  passenger  planes  by  the 
summer  of  1948,  United  estimates  a  cargo  capacity  in  this 
combination  equipment  of  380,893,810  ton-miles  annually. 
Passenger  load  factors  of  70  percent  were  assumed.  Re¬ 
tired  DC-3  and  DC-4  planes  which  would  be  available  for 
conversion  could  add  an  additional  193,482,590  ton-miles. 
With  the  equipment  operated  in  the  first  6  months  of  1946 
United  asserts  that  it  operated  schedules  having  a  total 
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of  23,450,572  ton-miles  of  available  cargo  space  unused. 
For  all  of  the  certificated  airlines  it  maintains  that  ap¬ 
proximately  106  million  ton-miles  of  such  space  was  avail¬ 
able  but  not  used  in  that  period. 

Specifically  analyzing  the  major  cities  proposed  for  ser¬ 
vice  by  the  applicants  United  points  out  that  direct  one- 
carrier  service  is  presently  available  as  follows: 


Number  of  Number  of  cities 

cities  with  under  35,000  pop. 

Major  city  direct  service  with  direct  service 

New  York .  265  125 

Chicago  .  209  79 

Los  Angeles .  173  82 


In  the  light  of  these  data  United  contends  that  the  whole¬ 
sale  duplication  of  service  proposed  by  the  applicants 
could  only  have  destructive  competitive  effects.  United 
argues  that  estimates  of  potential  submitted  by  the  parties 
are  too  high  and  reflect  unusual  post  war  economic 
22956  distractions  and  neglect  the  strong  rate  competi¬ 
tion  of  other  forms  of  transportation  that  will  con¬ 
trol  in  more  normal  times. 

Data  presented  by  the  Air  Transport  Association,  (Air 
Transport)  concerning  equipment  shortage  and  traffic 
loads  experienced  by  the  certificated  carriers  during  the 
war  have  been  set  forth  previously  and  need  not  be  re¬ 
peated.  Also  outlined  by  Air  Transport  was  the  plan  of  the 
domestic  certificated  carriers  for  activating  Air  Cargo, 
Inc.,  as  a  ground  service  organization  to  integrate  and  fa¬ 
cilitate  air  freight  operations  by  these  carriers. 

Air  Cargo,  Inc.,  was  created  in  March  1941  by  agreement 
between  American,  Eastern,  TWA,  and  United.  All  other 
certificated  carriers  subsequently  became  parties  to  the 
agreement  and  purchased  stock  in  the  corporation.  The 
first  endeavor  of  the  new  company  was  said  to  be  various 
studies  relating  to  air  cargo.  Reports  resulting  from  this 
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work  were  made  available  to  the  stockholders  but  the  re¬ 
sults  of  the  studies  were  said  to  be  confidential  and  were 
not  submitted  for  the  record  in  this  proceeding. 

Following  completion  of  the  above  stated  studies  Air 
Cargo,  Inc.,  became  relatively  dormant.  Activities  relat¬ 
ing  to  joint  air  cargo  service  were,  however,  carried  on  by 
the  cargo  tariff  section  of  the  Air  Traffic  Conference  and 
the  Airline  Finance  and  Accounting  Conference.  As  a  re¬ 
sult  of  the  work  of  these  groups  16  certificated  airlines 
on  June  27,  1946,  filed  an  Interim  Agreement  governing  the 
publication  and  maintenance  of  certain  consolidated  air 
freight  tariffs  (C.  A.  B.  No.  698).  Approval  of  that  agree¬ 
ment  was  initially  withheld  by  the  Board  and  an  investiga¬ 
tion  ordered  to  determine  whether  the  agreement  or  any 
part  thereof  was  in  violation  of  the  Act  or  adverse  to  the 
the  public  interest.65  Following  further  considera- 
22957  tion  of  the  agreement  and  upon  joint  motion  of  the 
parties,  the  Board  gave  temporary  approval  pend¬ 
ing  the  outcome  of  the  investigation.66 

Another  agreement  entitled  “Interline  Air  Cargo  Pro¬ 
cedures  Agreement”  has  been  filed  by  the  same  carriers  and 
covers  interline  accounting  procedures  and  forms  for  in¬ 
terline  air  cargo  shipments. 

In  September  1946  a  special  interline  committee  rec¬ 
ommended  the  following  program  to  provide  a  nation-wide 
system  of  air  cargo  service  : 

1.  The  publication  by  all  airlines  of  air  freight  tariffs,  in 
addition  to  the  air  express  tariffs  published  under  the  Air 
Express  Agreement,  at  the  earliest  practicable  date. 

2.  The  elimination  at  the  earliest  possible  date  of  any 
distinction  between  air  express  and  air  freight,  and  the 
consolidation  of  the  two  services  into  a  single  “air  cargo” 


»>5  Order  Serial  No.  E-179,  dated  December  12,  1946. 
66  Order  Serial  No.  E-339,  dated  February  24,  1947. 
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service,  which  would  offer  the  following  three  optional 
types  of  service  to  the  shipper : 

a.  Airport-to-airport  service  only; 

b.  Airport-to-airport  service,  plus  pick-up  and  deliv¬ 
ery  service  on  regular  schedule ;  and 

c.  Airport-to-airport  service,  plus  expedited  or  spe¬ 
cial  pick-up  and  delivery  service. 

3.  Modification  of  the  existing  Air  Express  Agreement 
so  as  to  provide  for  the  use  of  REA  facilities  for  pick-up 
and  delivery,  and  so  as  to  provide  through  service  to  off- 
airline  points  with  the  REA  as  a  connecting  surface  car¬ 
rier. 

4.  Publication  of  consolidated  air  cargo  tariffs,  as  pro¬ 
vided  in  the  agreement  mentioned  previously. 

5.  Publication  of  joint  rates  between  airline  points 

wherever  economically  justified. 

22958  6.  Provision  by  each  airline  of  assembly  and 

distribution  services  for  small  shipments. 

7.  Completion  of  through-service  arrangements  among 
the  airlines,  covering  all  aspects  of  the  interchange  of  cargo 
traffic,  and  including  provisions  for  the  interchange  of 
cargo  flight  equipment  among  airlines. 

8.  Conclusion,  at  the  earliest  possible  date,  of  through- 
service  arrangements  with  surface  carriers  so  as  to  pro¬ 
vide  a  through  service  for  air  cargo,  not  only  between 
airline  points  but  between  all  points  in  the  United  States. 

9.  The  establishment  of  Air  Cargo,  Inc.,  as  a  ground- 
service  organization,  to  be  employed  by  the  airlines  as 
their  agent  to  perform  ground  services  of  the  following 
types : 

a.  The  provision,  directly  or  by  contract,  of  pick-up 
and  delivery  service  within  terminal  areas  at  all 
airline  points  within  the  continental  United  States. 

b.  The  provision,  directly  or  by  contract,  of  joint  fa¬ 
cilities  and  personnel  for  the  operation  of  city  and/ 
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or  airport  cargo  terminals,  including  refrigeration 
facilities,  protection  for  valuable  shipments,  etc. 

c.  The  provision  of  additional  miscellaneous  services, 
such  as  the  preparation  of  shipping  documents,  op¬ 
eration  of  local  clearing  houses  for  the  collection 
of  shipping  charges,  and  central  purchasing  of  air 
cargo  forms,  supplies,  etc. 

d.  Services  as  attorney-in-fact  for  the  airlines  in  ne¬ 
gotiating  through-service  arrangements  with  sur¬ 
face  carriers. 

The  recommended  program  was  unanimously  endorsed 
by  the  directors  and  stockholders  of  Air  Cargo,  Inc.,  and 
by  the  directors  and  members  of  Air  Transport.  As  of  the 
hearing  steps  were  being  taken  to  put  the  plan  into  effect. 
Reactivation  of  Air  Cargo,  Inc.,  at  that  time  was  pending 
the  selection  of  a  president.  Studies  were  being  made  of 
the  feasibility  of  providing,  through  Air  Cargo,  Inc.,  a 
pool  of  reserve  aircraft  for  lease  by  the  participating  car¬ 
riers  to  meet  seasonal  or  emergency  demands. 
22959  Air  Transport  stated  its  position  in  the  proceed¬ 
ing  as  being  in  opposition  to  the  certification  by  the 
Board  of  property-only  carriers.  Air  Transport  does  not 
represent  PCA  in  its  intervention  herein  and  takes  no  po¬ 
sition  with  respect  to  any  specific  application.  Its  general 
opposition  to  property-only  carriers  was  stated  to  be 
founded  entirely  upon  economic  considerations. 

Dr.  Lewis  C.  Sorrell  testified  as  an  expert  in  the  field  of 
transportation  comparing  the  relative  economic  merits  of 
property-only  carriers  and  multiple-service  carriers.  Dr. 
Sorrell  is  currently  professor  of  transportation,  School 
of  Business  at  the  University  of  Chicago  and  serves  on  a 
part  time  basis  as  director  of  research  for  Air  Transport. 
During  the  recent  war  he  served  with  the  War  Production 
Board  as  chief  of  the  Transportation  Section,  dealing  with 
traffic  estimates  and  material  allocation  programs.  From 
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1943  to  1945  lie  served  in  his  present  position  with  Air 
Transport  on  a  full  time  basis. 

Assuming  the  certification  of  two  carriers  over  the  same 
routes,  one  a  property-only  carrier  and  the  other  a  mul¬ 
tiple-service  carrier  having  equal  managerial  ability  and 
efficiency  and  with  total  operations  of  the  same  magnitude, 
with  similar  equipment  and  cost  levels,  Dr.  Sorrell  con¬ 
cluded  that  the  multiple-service  carrier  could  conduct  a 
lower  cost  air  freight  service.  (The  costs  herein  referred 
to  are  properly  allocated  costs — not  the  added  costs  re¬ 
ferred  to  by  some  of  the  air  carrier  interveners.)  Speci¬ 
fically,  a  number  of  ground  operating  expenses  67  were 
identified  as  reflecting  expenses  that  would  be  spread  over 
the  joint  operations  of  the  multiple-service  carrier  with 
the  result  that  a  greater  economy  of  operation 
22960  would  occur  from  spreading  these  joint  costs  over 
more  units  of  traffic. 

An  examination  of  this  hypothesis,  however,  leads  to  a 
result  different  from  that  reached  by  Dr.  SorrelL  The 
premise  as  set  forth  is  a  relatively  narrow  one.  The  im¬ 
portant  aspect  is  that  total  traffic  carried  must  be  approxi¬ 
mately  equal  for  both  carriers.  Thus  the  units  of  traffic, 
e.g.,  ton-miles,  carried  by  each  would  be  similar.  Equal 
managerial  ability  and  efficiency  would  indicate  similar 
plane  utilization  and  load  factor  experience.  The  argu¬ 
ment  that  the  multiple-service  carrier  could  spread  its 
joint  costs  over  more  units  of  traffic  appears  erroneous 
since  an  equality  of  units  of  traffic  is  assumed.  On  this 
hypothesis,  it  appears  that  the  special  property-only  car¬ 
rier,  having  need  for  less  diverse  equipment  and  permit¬ 
ting  higher  employee  specialization  should,  more  than  like¬ 
ly,  be  able  to  operate  with  less  expenses  per  unit  of  air 
freight.  On  the  other  hand,  if  Dr.  Sorrell’s  hypothesis  had 
considered  a  fixed  amount  of  air  freight  available  for  car- 


07  According  to  the  C.  A.  B.  Uniform  System  of  Accounts. 
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riage  by  either  company,  then  his  conclusion  appears  jus¬ 
tified  in  theory  because  the  multiple-service  carrier,  with 
additional  traffic  in  passengers  and  mail,  would  have  more 
units  of  traffic  over  which  to  spread  the  indirect  costs. 

At  any  rate,  Dr.  Sorrell  analyzed  the  first  situation  on 
the  assumption  that  his  conclusion  was  wrong  and  that  the 
property-only  carrier  could  operate  at  lower  unit  cost  than 
could  the  multiple-service  carrier.  If  the  property-only 
carrier  translated  these  lower  costs  into  lower  rates  then 
the  multiple-service  carrier  could  either  maintain  higher 
but  remunerative  air  freight  rates  and  lose  competitive 
traffic  or  it  could  meet  the  lower  rates  and  suffer  a  financial 
loss  on  the  freight  carried.  Either  choice,  according  to  Dr. 

Sorrell,  would  impede  the  ability  of  the  multiple- 
22961  service  carrier  to  reduce  its  unit  costs  or  its  rates 
on  other  traffic.  In  support  of  this  contention  the 
witness  referred  generally  to  the  inroads  made  by  the 
motor  carriers  into  rail  traffic  over  the  past  25  years  and 
resultant  rail  freight  and  passenger  rate  increases  as  il¬ 
lustrative  of  this  situation. 

A  second  hypothesis  presented  by  Dr.  Sorrell  concerned 
a  multiple-service  carrier  certificated  over  a  route  having 
terminal  and  intermediate  points  and  a  property-only  car¬ 
rier  certificated  between  the  terminals  only  of  the  same 
route.  In  this  connection,  lower  unit  costs  for  air  freight 
were  also  assumed  for  the  property-only  carrier  and  re¬ 
flected  in  its  rates.  In  this  situation  the  witness  found  gen¬ 
erally  the  same  alternate  actions  open  to  the  multiple-ser¬ 
vice  carrier,  with  similar  consequences,  as  under  the  first 
hypothesis.  But  in  addition  a  new  field  of  potential  prob¬ 
lems  centering  around  rate  discrimination  was  opened  up. 
Thus,  if  the  multiple-service  carrier  were  to  meet  the  com¬ 
petitive  rate  between  terminals  the  intermediate  points  or 
other  forms  of  traffic  would  have  to  bear  a  greater  share 
of  total  unit  costs  with  possible  rate  increases  as  a  conse- 
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quence.  The  competitive  situation  between  intercoastal 
water  carriers  and  the  transcontinental  railroads  was  cited 
as  illustrative  of  this  type  of  problem. 

Dr.  Sorrell  maintained  that  historical  freight  and  pas¬ 
senger  movements  insofar  as  seasonal  peaks  were  con¬ 
cerned  generally  complemented  each  other  and  would  pre¬ 
sent  opportunities  to  a  multiple-service  carrier  to  develop 
a  better  balance  in  year-round  operations.  His  studies  in¬ 
dicated  that  peak  passenger  business  came  between  the 
middle  of  June  and  the  first  of  September,  being  then  25 
to  30  percent  above  the  low  traffic  volume  of  the  year.  With 
respect  to  freight  two  annual  peaks  were  indicated,  the 
first  in  the  spring  and  a  second  and  larger  one  in 
22962  September  through  November.  Apart  from  annual 
seasonal  variation  the  witness  related  statistics  on 
rail  traffic  which  he  asserted  indicated  that  periods  of  bus¬ 
iness  depression  were  reflected  more  severely  in  freight 
than  in  passenger  traffic,  and,  to  some  extent,  the  periods 
of  decline  and  recovery  were  not  exactly  coextensive,  again 
indicating  a  possible  advantage  for  a  multiple-service  car¬ 
rier  operation.  In  this  connection,  the  witness  expressed 
the  opinion  that  the  type  of  freight  that  would  be  attracted 
to  air  carriage,  at  the  rates  under  present  consideration, 
would  move  in  greatly  reduced  amounts  and  by  lower  rate 
transportation  media  in  times  of  business  depression. 

Reference  was  made  by  Dr.  Sorrell  to  data  presented  by 
California  Eastern  showing  the  comparative  investment 
in  road  and  ground  equipment  of  rail,  motor,  and  air  car¬ 
riers.  Upon  those  data  the  applicant  based  its  contention 
that  the  high  ratio  of  that  investment  to  total  revenue,  in 
the  case  of  railroads,  had  dictated  a  multiple-service  oper¬ 
ation,  whereas  for  motor  transport,  the  reverse  situation 
had  made  the  specialized  bus  and  truck  industries  pre-  . 
dominate  in  the  field.  Dr.  Sorrell  took  issue  with  the 
method  of  selection  and  presentation  of  certain  of  those 
data  in  that,  in  his  opinion,  they  exaggerated  somewhat  the 
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true  comparison.  He  did,  however,  generally  concede  that 
this  difference  in  “way''  expenses  had  some  influence  on 
the  differing  development  in  rail  and  motor  carrier  trans¬ 
portation.  He  submitted  that  an  equally,  if  not  more,  im¬ 
portant  factor  in  the  bus-truck  segregation  in  the  motor 
carrier  industry  was  based  on  historical  development. 

The  witness  pointed  out  that  the  earliest  bus  operations 
began  in  1911,  not  in  the  cities  where  electric  railways 
were  generally  established,  but  inter-city,  for  tourist  trips 
and  for  hauling  construction  labor  to  sections  not 
22963  reached  by  regular  transportation.  The  real  pene¬ 
tration  of  the  intra-city  electric  systems  began  with 
the  jitney  service  that  mushroomed  with  the  electric  strikes 
of  the  early  1920's.  The  competition  outlived  the  strikes 
and  passenger  buses  developed  rapidly  permitting  rapid 
expansion.  The  system  was  practically  nation-wide  by 
1925. 

Truck  operations,  on  the  other  hand,  evolved  from  the 
local  drayman's  horse  and  wagon  which  gradually  gave 
way  to  the  motor  driven  vehicle.  These  truck  operations 
grew  relatively  slowly  within  cities.  Trucking  equipment 
accordingly  lagged  behind  the  buses  in  development.  In 
summation  Dr.  Sorrell  estimated  that  bus  transportation 
reached  maturity  about  7  years  before  the  trucking  indus¬ 
try  did,  and  the  historical  segregation  he  asserted  thereby 
perpetuated  itself. 

On  brief  Air  Transport  set  forth  at  some  length  differ¬ 
ences  in  the  Board’s  safety  regulations  as  they  effected 
scheduled  and  nonscheduled  air  carriers  as  of  the  hearing. 
The  stated  purpose  of  the  comparison  was  to  show  that 
costs  experienced  by  the  applicants  as  contract  or  non¬ 
scheduled  operations  were  not  a  valid  basis  for  forecasting 
expenses  for  proposed  certificated  operations.  Without  a 
detailed  enumeration  of  the  various  requirements  as  they 
applied,  or  did  not  apply,  to  the  different  types  of  opera¬ 
tion  it  is  clear  that  the  requirements  imposed  on  the  certi- 
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ficated  carriers  would  make  their  operation  somewhat 
more  costly  than  the  others.  But  the  cost  estimates  of  the 
applicants  have  been  worked  out  with  varying  reliance 
upon  past  contract  or  nonscheduled  operating  experience 
and  no  criticism  of  those  estimates  on  such  a  basis  could 
apply  with  any  degree  of  uniformity.  Moreover,  it  is  not 
within  the  scope  of  this  proceeding  to  make  findings  with 
respect  to  whether  safety  requirements  should  in  the  fu¬ 
ture  be  the  same  for  passenger  and  property-only 
22964  operations. 

The  Department  of  Agriculture  intervened  to  ex¬ 
press  the  position  of  the  Secretary  of  Agriculture  with  re¬ 
spect  to  the  pending  applications.  The  interest  of  this 
agency  in  the  proceeding  stems  from  its  duty  to  promote 
the  improvement  of  methods  for  marketing  farm  produce. 
It  takes  the  position  that  air  freight  transportation  at 
reasonable  rates  will  serve  to  expand  markets  for  agri¬ 
cultural  perishables  and  permit  the  offering  in  distant 
places  of  produce  of  higher  quality. 

Dr.  F.  L.  Thomsen,  chief  of  the  division  of  marketing 
and  transportation  research,  of  the  Bureau  of  Agricultural 
Economics,  testified  that  he  considered  it  of  prime  im¬ 
portance  to  the  development  of  air  traffic  in  agricultural 
products  that  a  flexibility  of  operation  be  insured  which 
could  accommodate  the  shifting  demands  for  transporta¬ 
tion  among  numerous  localities  for  varying  seasons.  Such 
flexibility  is  needed  as  to  consumption  points  as  well  as 
the  production  centers  he  stated.  Dr.  Thomsen  was  in 
charge  of  such  studies  published  by  the  Department  of 
Agriculture  as  “Air  Transport  of  Agricultural  Perish¬ 
ables”  and  “Florida’s  Production  of  Agricultural  Perish¬ 
ables  in  Relation  to  the  Development  of  Air  Freight”,  both 
of  which  are  stipulated  in  the  record. 

The  witness  was  of  the  opinion  that  full  realization  of 
the  air  potential  for  agricultural  products  requires  some¬ 
thing  more  than  the  availability  of  planes  and  reasonable 
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transportation  rates.  He  foresees  the  need  for  new  meth¬ 
ods  of  marketing  with  coordination  of  the  entire  movement 
from  producer  through  to  final  retail  selling  with  appropri¬ 
ate  methods  of  packaging,  distributing,  labeling,  and  mer¬ 
chandising  generally.  In  his  opinion  the  bulk  of  such 
products  moving  by  air  will  move  in  plane  load  lots. 

The  several  civic  bodies  which  actively  participated  in 
the  proceeding  submitted  studies  in  some  detail  relating 
to  the  economic  activity  and  grow’th  of  their  re- 
2296b  spective  cities  or  areas,  tending  to  show  a  poten¬ 
tial  demand  for  fast  movement  of  freight  such  as 
will  be  offered  under  the  proposals  herein.  Data  for  these 
points  have  been  considered  previously  in  studies  presented 
by  the  applicants  and  do  not  warrant  separate  statement 
here. 

22966  General  Conclusions 

During  the  course  of  the  instant  proceeding  much 
argument  was  directed  toward  matters  which  have  little 
or  no  probative  value  in  determining  the  issues  here  pre¬ 
sented.  For  example,  various  applicants  emphasized  their 
initial  efforts  in  the  air  freight  field  and  implied  that  a 
reward  in  the  form  of  certification  should  be  forthcoming 
as  compensation  for  pioneer  labors.  Similarly,  several  of 
the  certificated  carrier  intervenors  stressed  their  early 
efforts  to  develop  cargo  traffic  and  maintained  that,  con¬ 
trary  to  the  arguments  advanced  by  the  applicants,  they 
had  in  fact  first  visualized  the  valuable  potentialities  of  an 
all-property  operation,  and  that  the  interruption  of  plans 
in  this  direction  had  been  caused  by  the  war  emergency 
with  its  attendant  shortages  of  equipment.  While  these  and 
like  arguments  do  lend  some  color  to  a  resume  of  the  his¬ 
torical  development  of  this  phase  of  air  transportation, 
they  are  of  little  aid  in  determining  whether,  under  section 
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401  of  the  Act,  the  public  convenience  and  necessity  re¬ 
quire  the  service  proposed. 

In  some  ways  there  is  a  similarity  between  the  question 
here  presented  and  that  which  was  resolved  in  the  11  so- 
called  area  cases  which  were  concerned  primarily  with 
local  feeder  service.  The  latter  cases,  taken  together,  in¬ 
volved  the  entire  United  States,  as  does  this  single  pro¬ 
ceeding.  In  the  feeder  cases,  as  in  the  instant  case,  the 
applicants  conceived  that  there  existed  a  public  need  for 
air  service,  local  and  air  freight,  respectively,  beyond  that 
which  can  be  furnished  by  the  existing  certificated  carriers. 
Each  group  proposes  to  specialize,  the  one  in  a  local  mul¬ 
tiple-service  operation,  the  other  in  a  service  catering 
only  to  shippers  of  air  freight. 

22967  Prior  to  hearing  any  of  the  area  cases,  the  Board 
initiated  a  broad  investigation  of  local,  feeder,  and 
pick-up  air  service  to  look  into  the  general  need  for  and 
economic  propriety  and  promise  of  such  service.68  In  its 
opinion  terminating  the  investigation  the  Board  found  that 
the  traffic  potential  at  relatively  small  cities  was  not  en¬ 
couraging,  and  that  competition  by  surface  transporta¬ 
tion  in  the  local  feeder  operations  would  be  most  intense. 
A  reasonable  amount  of  experimental  feeder  services,  it 
was  indicated,  would  be  authorized  where  there  was  shown 
a  justifiable  expectation  of  success  at  a  reasonable  cost 
to  the  Government.  Such  an  experiment  was  considered 
justified  under  the  Board’s  responsibility  to  encourage  the 
development  of  an  air  transportation  system  properly 
adapted  to  the  present  and  future  needs  of  the  commerce 
of  the  United  States,  the  Postal  Service,  and  the  national 
defense,  and  to  encourage  the  development  of  civil  areo- 
nautics  generally.  Since  the  date  of  the  above  opinion  all 
of  the  area  cases  have  been  decided,  and  20  carriers  have 
been  authorized  to  conduct  experimental  feeder  services 
in  various  parts  of  the  country. 


i»S  Local,  Feeder,  and  Pick-Up  Air  Service,  0  C.  A.  B.  1  (1944). 
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X o  such  general  investigation  preceded  the  present  case, 
and  consequently  the  broad  aspects  of  the  future  of  air 
freight,  as  well  as  the  specific  data  relating  to  each  appli¬ 
cation,  are  considered  in  this  one  proceeding.  The  feeder 
cases  were  concerned  principally  with  passenger  move¬ 
ment  by  way  of  economic  justification,  and  a  considerable 
volume  of  historic  air  travel  data  were  available  upon 
which  to  project  future  estimates.  Air  freight  estimates 
cannot  be  projected  from  such  a  base.  There  is  available, 
however,  some  data  covering  the  applicants’  past  activi¬ 
ties,  and  in  addition  there  should  be  available  to 
22968  the  Board,  prior  to  decision,  later  reports  of  finan¬ 
cial  and  operating  statistics  for  the  operating  ap¬ 
plicants,  which  will  be  of  great  value. 

In  contrast  to  the  Board’s  finding  of  a  feeder  traffic 
potential  that  was  not  encouraging,  there  appears,  as  set 
out  more  in  detail  hereinafter,  a  future  rapid  expansion 
of  air  freight  traffic.  The  severe  surface  competition  fore¬ 
seen  for  the  feeder  operators  will  be  less  of  a  deterrent 
factor  in  air  freight,  principally  because  of  the  emphasis 
on  long-haul  rather  than  short-haul  local  service. 

'While  a  large  potential,  in  itself,  is  not  adequate  justi¬ 
fication  for  certification  of  additional  air  carriers,  other 
aspects  of  a  number  of  the  proposals  appear  to  offer  a 
sufficient  amount  of  new  service  to  warrant  an  experiment 
in  a  property-only  air  service.  The  route  structure  of  the 
trunk-line  carriers  was  initially  shaped  primarily  by  the 
needs  of  the  postal  service  and  the  traveling  public.  The 
early  operations,  which  with  the  passage  of  the  Act  became 
the  basis  for  grandfather  routes,  were  conducted  with  air¬ 
craft  of  limited  range,  speed,  and  capacity  as  compared 
to  the  planes  now  available.  As  improved  equipment  has 
been  placed  in  use,  and  as  air  traffic  has  increased,  route 
amendments,  consolidations,  and  nonstop  authorizations 
have  been  sought  and  secured  to  better  utilize  aircraft 
and  meet  the  public  needs.  That  these  actions,  taken  pri- 
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marily  to  better  serve  passenger  traffic,  will  also  permit 
a  better  air  freight  service  is  apparent. 

As  an  approach  to  the  problem  of  handling  interline 
freight  shipments,  the  certificated  carriers  have  converted 
Air  Cargo,  Inc.,  into  a  ground  service  organization.  Air 
Cargo,  Inc.,  at  the  end  of  the  hearing  had  not  yet  started 
such  functioning,  and  consequently  there  is  no  evi- 
22969  dence  upon  which  to  evaluate  its  contribution  to 
air  freight  operations;  but  prima  facie  the  plan 
should  promote  economy  of  operations  by  pooling  among 
all  carriers  at  any  point  of  common  service  all  freight 
handling  functions  and  costs,  leaving  to  the  individual 
carriers  only  the  sales  promotion,  solicitation,  reserva¬ 
tions,  and  air  carriage  of  air  freight.  At  this  point  it 
should  be  noted  that  the  Board,  in  approving  the  agreement 
establishing  Air  Cargo,  Inc.,  for  these  functions,  condi¬ 
tioned  that  approval  so  “that  any  holder  of  a  certificate 
of  public  convenience  and  necessity  issued  by  the  Board 
authorizing  the  transportation  of  property  by  aircraft  be 
authorized  to  participate  in  Air  Cargo,  Inc.,  as  a  matter 
of  right.” 69  Thus,  should  any  applicants  be  certificated 
as  a  result  of  this  proceeding,  they  too  would  have  avail¬ 
able  to  them  the  services  of  Air  Cargo,  Inc. 

The  concept  of  air  freight  service  that  has  been  labeled 
area  or  demand  service  appears  to  offer  a  number  of  new 
ideas  particularly  designed  to  give  a  broad  coverage  of 
service  and  a  promise  of  attendant  economy.  Basically 
the  plan  calls  for  operation  between  major  trade  areas 
located  far  enough  apart  to  make  the  time  savings  of  air 
movement  attractive  to  shippers.  It  will,  of  course,  mean 
competition  for  the  present  airlines  operating  between  the 
major  cities  in  those  trade  areas;  but  those  carriers,  under 
the  existing  liberal  nonstop  regulation,70  should  be  in  no 

<19  Agreement  0.  A.  D.  No.  1041,  approved  December  31,  1947,  Order 
Seiial  No.  hMOSti. 

70  Section  238.1(b)  of  the  Economic  Regulations,  as  amended  October 
23,  1947,  Regulations  Serial  No.  401. 
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inferior  competitive  position  between  such  points.  The 
significant  new  service  in  the  area  concept  lies  in  the  offer 
to  give  one-carrier  service  between  any  points  having  ade¬ 
quate  airport  facilities  in  the  different  trade  areas 
22970  upon  demand.  The  economies  in  operation  offered 
by  the  demand  service  are  seen  first  in  the  one- 
carrier  movement,  second  in  the  elimination  of  stops  ex¬ 
cept  when  traffic  is  available,  and  third  in  the  use  of  the 
most  direct  routing  between  points  served  on  a  given 
flight. 

In  view  of  the  finding,  pointed  out  hereinafter,  to  the 
effect  that  the  Act  does  not  grant  the  Board  power  to 
certificate  an  operation  between  areas,  it  would,  of  course, 
be  necessary  to  name  specific  points  to  receive  regular 
and  demand  service.  Such  a  requirement  will  limit  the 
area  concept  experiment  to  some  extent  by  imposing  a 
burden  of  further  proceedings  on  any  carrier  desiring  to 
serve  additional  demand  points.  However,  the  rendition 
of  “demand”  service  to  points  named  in  a  conventional 
type  certificate  appears  possible  within  the  framework  of 
existing  regulations.  Tariffs  may  be  filed  establishing  a 
minimum  charge  for  shipments  of  any  given  weight. 
Schedules  may  be  filed  indicating  that  stops  at  designated 
(demand)  points  will  be  made  on  certain  flights  only  upon 
advance  traffic  reservation.  The  effect  of  such  a  tariff  and 
schedule  amounts  to  demand  service.  That  no  special 
designation  of  a  point  in  a  certificate,  such  as  “flag  stop,” 
is  necessary  to  permit  service  of  such  nature  is  indicated 
by  schedules  filed  in  the  past  by  several  of  the  certificated 
carriers.  Schedules  of  TWA,  for  example,  have  since 
November  1947  listed  Grand  Canyon,  Ariz.,  a  regularly 
certificated  point  on  route  No.  2,  for  flag-stop  service  to 
take  on  or  discharge  revenue  passengers  and  cargo.  United 
also  lias  for  some  time  past  scheduled  service  to  Elko, 
New,  on  a  similar  basis.  A  further  degree  of  flexibility 
permitted  by  current  regulations  is  found  in  the  operation 
of  extra  sections.  Section  208.2  of  the  Economic  Regula- 
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tions  relating  to  filing  of  schedules  requires  that 

22971  each  air  carrier  file  schedules  showing  the  points 
between  which  it  is  authorized  to  render  service 

and  “  *  *  *  all  schedules  of  aircraft  which  will  be  operated 
by  the  air  carrier  between  such  points  *  *  V”  But  in  Sec¬ 
tion  238.3  of  the  above  regulations  dealing  with  terms, 
conditions,  and  limitations  of  certificates,  the  use  of  extra 
sections  of  scheduled  flights  is  recognized.  Where  a  carrier 
has  authority  to  begin  or  terminate,  or  begin  and  terminate, 
trips  at  points  short  of  terminal  points,  it  can  do  likewise 
with  extra  sections.  All  of  the  permanently  certificated  car¬ 
riers  have  such  authority  in  their  certificates.  At  least  one 
such  carrier,  TWA,  appears  to  be  operating  all-cargo 
flights  under  this  part  of  the  regulations  as  extra  sections 
of  scheduled  passenger  flights.  Official  schedules  filed  with 
the  Board  by  TWA,  effective  January  5,  1948,  show  two 
all-cargo  flights  operated  5  days  weekly  from  New  York 
to  Kansas  City,  and  Newark  to  Kansas  City.  The  schedules 
appearing  in  the  American  Aviation  Air  Traffic  Guide  hav¬ 
ing  the  same  effective  date  do  not  show  these  flights,  but 
instead  contain  the  following  statement:  “TWA  operates 
daily  Transcontinental  All-Cargo  Schedules,  serving  major 
cities  and  connecting  with  TWA  international  Sky-cargo 
Service  to  Overseas  points.”  As  to  the  portion  west  of  Kan¬ 
sas  City  such  all-cargo  service  obviously  must  be  rendered 
on  extra  sections  of  flights  scheduled  for  passenger  serv¬ 
ice.  Thus,  it  appears  that  any  carrier  certificated  in  the 
manner  of  the  permanently  certificated  carriers  could  offer 
as  to  its  certificated  points  what  has  been  labeled  herein  a 
“demand”  service. 

In  any  event  the  Board,  under  its  exemption  authority, 
could  authorize  the  exact  type  of  service  contemplated  by 
the  proponents  of  the  area  type  proposals.  For  example, 
the  Board  in  the  Los  Angeles  Helicopter  Case,71  in 

22972  addition  to  authorizing  service  over  specific  routes, 
issued  an  exemption,  under  section  416(b)  of  the 


71  Docket  No.  896,  decided  May  20,  1947. 
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Act,  which  made  possible  an  operation  between  any  points 
in  a  defined  area  as  the  needs  of  the  postal  service  dictated. 
Similar  action  might  be  possible  in  this  case.  Since  the 
question  of  such  an  exemption  has  not  been  raised  by  the 
parties  to  date,  it  is  concluded  that  no  recommendation  on 
the  point  should  be  made.  The  Board  has  adequate  power 
to  consider  such  action  upon  this  record  since  section 
416(b)  requires  no  hearing  preliminary  to  the  issuance 
of  an  exemption  for  this  purpose. 

Deferred  rulings . — At  the  opening  of  the  presentation 
of  the  case  of  Slick  Airways,  Inc.,  counsel  for  Calasia  ob¬ 
jected  to  the  hearing  of  that  applicant’s  case  on  the  follow¬ 
ing  grounds:  (1)  that  the  applicant  does  not  comply  with 
section  401(f)  of  the  Civil  Aeronautics  Act  or  of  section 
238.1  of  the  Economic  Regulations,  (2)  that  the  application 
does  not  comply  with  section  405(e)  of  the  Act,  insofar 
as  the  application  is  made  to  transport  mail,  and  (3)  that 
the  application  is  so  indefinite  as  to  constitute  a  denial  of 
due  notice  required  by  section  401(c)  of  the  Act.  A  ruling 
on  that  objection  was  deferred  for  inclusion  in  this  report. 

The  objection  appears  without  merit  insofar  as  section 
401(f)  of  the  Act  is  concerned.  That  section  specifically 
relates  to  “Terms  and  conditions  of  certificates”  and  not  to 
applications.  Whether,  under  section  401(f),  a  certificate 
can  be  issued  authorizing  domestic  operations  on  any  other 
than  a  point-to-point  basis  is  considered  at  length  else¬ 
where  in  this  report.  Section  23S.1  of  the  Economic  Regula¬ 
tions,  paragraph  (d)(3),  requires  that  an  application  shall 
give  “an  adequate  identification  of  each  route  for  which  a 
certificate  is  desired  #  *  *  The  identification  of  each 
22973  route  shall  name  every  terminal  and  intermediate 
point  to  be  included  #  *  •  ”  The  application  of  Slick 
Airways,  Inc.,  requests — “authority  to  operate  as  a  sched¬ 
uled  air  carrier  of  property  between  the  following  areas 
*  •  •  ”  But  in  outlining  the  areas  it  names  specific  termi- 
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nals  and  coterminals  in  each.  Thus  it  seeks  authority  to 
serve  the  Texas  area,  “  *  #  *  including  Brownsville,  Harlin¬ 
gen,  Mission,  Corpus  Christi,  Port  La  Vaca,  Laredo,  Eagle 
Pass,  San  Antonio,  Houston,  Dallas,  and  Fort  Worth, 
Texas,  as  terminals  or  coterminals.”  Points  are  similarly 
named  in  all  other  areas.  Accordingly,  on  the  face  of  the 
application  there  appears  no  deficiency  in  the  naming  of 
specific  points  such  as  might  serve  to  bar  a  hearing  there¬ 
on.  It  is,  of  course,  obvious  that  as  the  hearing  on  Slick’s 
application  progressed  the  major  emphasis  was  placed 
upon  the  area-to-area  concept  of  operations.  At  one  point 
the  president  of  the  applicant  company  stated  as  his  per¬ 
sonal  view  that  lie  would  not  favor  acceptance  of  a  certifi¬ 
cate  which  eliminated  the  possibility  of  service  to  demand 
points  within  the  proposed  areas.  In  any  event  final  de¬ 
cision  on  this  matter  would  rest  with  the  carrier’s  board 
of  directors  and  not  with  the  president  alone.  Moreover, 
the  question  raised  by  Calasia’s  objection  is  directed  to  the 
legal  adequacy  of  the  application  itself  and  not  to  evidence 
subsequently  adduced  at  the  hearing  thereon.  In  view  of 
the  fact  that  specific  points  were  named  in  the  application 
it  is  found  that  the  technical  requirements  of  section  238.1 
have  been  met,  regardless  of  how  these  points  may  have 
been  grouped  and  designated  as  areas. 

Section  405(e)  of  the  Act,  the  next  point  upon  which 
objection  was  based,  relates  to  “mail  schedules.’’  Since  this 
applicant  does  not  seek  authority7  to  carry  mail,  no  sound 
basis  for  the  objection  can  be  derived  therefrom.  Final 
ground  for  the  stated  objection  is  that  the  applica- 
22974  tion  is  so  indefinite  as  to  constitute  a  denial  of  due 
notice,  under  section  401(c)  of  the  Act.  This  is  in 
effect  merely  a  restatement  of  the  earlier  basis  for  the  ob¬ 
jection  under  section  238.1  of  the  Economic  Regulations. 
Section  401(c)  of  the  Act  requires  the  Board  to  give  due 
notice  to  the  public  upon  the  filing  of  an  application  which 
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meets  the  established  requirements.  Such  public  notice 
was  given  the  tiling  of  the  application  concerned.  On  the 
basis  of  the  foregoing  considerations  the  above  stated  ob¬ 
jections  by  counsel  for  Calasia  are  overruled. 

A  further  objection  to  proceeding  with  the  hearing  of 
Slick's  application  was  interposed  by  counsel  for  American 
Air  Express  Corporation.  A  ruling  on  this  objection  was 
similarly  deferred.  This  objection  was  predicated  upon 
Slick's  certificate  of  incorporation,  which  sets  forth  as  the 
nature  of  the  business  to  be  transacted,  inter  alia ,  “to  oper¬ 
ate  •  •  •  aircraft  *  *  *  as  a  private  or  contract  carrier  *  *  *  77 
The  certificate  does  not  include  authority  to  operate  air¬ 
craft  as  a  common  carrier.  The  objector  accordingly  sug¬ 
gested  that  actions  of  Slick  Airways  in  filing  and  prose¬ 
cuting  its  application  for  a  certificate  covering  common 
carrier  operations  were  ultra  vires  the  corporation.  It  is 
unnecessary  to  comment  on  the  question  of  law  presented. 
In  a  subsequent  portion  of  the  certificate  of  incorporation 
it  clearly  appears  that  it  is  a  lawful  purpose  of  the  com¬ 
pany  under  its  charter — “To  acquire  *  *  *  franchises  #  *  * 
of  every  description  whatsoever  which  this  corporation 
may  deem  wise  and  proper  in  connection  with  the  conduct 
of  any  business  or  businesses  enumerated  in  this  certificate 
of  incorporation  or  in  any  other  business  in  which  Corpora¬ 
tion  may  lawfully  engage/'  Patently,  the  corporation  could 
lawfully  engage  in  common  carrier  air  transport  activities 
upon  obtaining  a  proper  certificate  (franchise)  and 
22975  after  appropriate  amendment  of  its  certificate  of 
incorporation.  As  of  the  hearing  it  did  not  profess 
to  offer  a  common  carrier  service  and  hence  it  is  concluded 
that  there  was  no  deficiency  of  corporate  power  for  the  ac¬ 
tions  then  taken. 

Authority  of  certificated  carriers  to  transport  freight. — 
While  several  of  the  parties  challenge  this  authority  only 
by  inference,  one  applicant,  U.  S.  Airlines,  expressly  argues 
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that  as  a  matter  of  law  the  presently  certificated  air  car¬ 
riers  are  not  authorized  to  carry  air  freight.  The  issue 
raised  is  basic  and  should  be  resolved  before  proceeding  to 
other  considerations.  If,  in  fact,  the  air  freight  operations 
of  the  presently  certificated  carriers  are  beyond  the  scope 
of  their  authority,  then  no  air  carrier  is  today  regularly 
certificated  to  carry  such  traffic  and  subsequent  evaluation 
of  the  applications  herein  relates  to  an  open  field  of  air 
transportation.  If  present  certificates  authorizing  the  car¬ 
riage  of  “property”  grant  authority  to  carry  air  freight, 
then  the  applicants  are  proposing  additional  service  and  the 
many  facets  of  competition  become  important  factors. 

The  argument  is  made  that  the  authorizations  issued  in 
various  “grand-father”  cases  used  the  term  “property” 
when  the  record  in  the  proceedings  clearly  showed  that 
the  applicants’  only  carriage  of  property  had  been  limited 
to  baggage  or  express.  Cases  cited  indicating  this  point 
are  the  Marquette ,71  Mid-Continent ,72  and  All  American™ 
U.  S.  Airlines  further  points  out  the  relatively  recent  dates 
on  which  certificated  carriers  filed  air  freight 
22976  tariffs  is  indicative  of  the  carriers’  own  under¬ 
standing  that  the  word  “property”  in  certificates 
awarded  them  meant  baggage  and  express,  but  not  freight. 
The  terms  “express”  and  “freight”  as  used  here,  it  is 
argued,  have  connotations  similar  to  railroad  usage,  i.e., 
express  is  property  transported  in  equipment  scheduled 
primarily  for  passenger  transportation,  and  freight  is  prop¬ 
erty  moving  in  equipment  devoted  entirely  to  such  traffic. 
The  contention  of  U.  S.  Airlines  then  comes  to  the  dis¬ 
tinction  that  certificates  presently  authorizing  the  carriage 
of  property  permit  its  movement  only  in  aircraft  scheduled 
primarily  for  passenger  service,  and  do  not  authorize  the 
operation  of  equipment  for  property  traffic  only. 

71  Marquette  Air.,  Grandfather  Certificate,  1  C.  A.  A.  301  (1939). 

72  Mid-Cont.  Air.  Grandfather  Certificate,  1  C.  A.  A.  8  (1939). 

73  All  American  Aviation,  Pick-up,  Delivery  Service,  2  C.  A.  B.  133 
(1940). 
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But  this  contention  is  diametrically  contra  to  the  Board’s 
consistent  interpretation  of  section  401(f)  of  the  Act,  which 
states:  No  term,  condition,  or  limitation  of  a  certifi¬ 

cate  shall  restrict  the  right  of  an  air  carrier  to  add  to  or 
change  schedules,  equipment,  accommodations,  and  facili¬ 
ties  for  performing  the  authorized  transportation  and  serv¬ 
ice  as  the  development  of  the  business  and  the  demands  of 
the  public  shall  require.  •  •  •  ”  The  Board  has  indicated 
that  selection  of  a  proper  type  of  equipment  for  a  given 
operation  is  a  problem  for  managerial  judgment,74  even 
though  in  a  mail  rate  proceeding  it  may  question  the  size  or 
number  of  aircraft  selected  in  arriving  at  an  appropriate 
rate  base.75  In  the  West  Coast  Case™  the  Board  certifi¬ 
cated  feeder  routes  to  carry  passengers,  property,  and  mail, 
and  in  indicating  the  possible  desirability  of  operating  a 
combination  passenger-pick-up  service  stated:  “there  is 
no  limitation  in  these  certificates  with  respect  to  the 
22377  type  of  equipment  to  be  utilized.”  Again,  in  the  Los 
Angeles  Helicopter  Case,77  where  the  entire  pro¬ 
ceeding  was  predicated  upon  the  use  of  rotarv-wing  air¬ 
craft,  the  Board  did  not  impose  any  limitation  in  the  certifi¬ 
cate  on  the  type  of  equipment  because  the  Act  prohibits 
such  a  restriction. 

A  case  cited  by  counsel  for  U.  S.  Airlines  wherein  the 
Supreme  Court  upheld  a  limitation  imposed  by  the  Inter¬ 
state  Commerce  Commission78  “  •  *  #  in  special  (motor  car¬ 
rier)  operations,  in  non-scheduled  door-to-door  service, 
limited  to  the  transportation  of  not  more  than  six  pas¬ 
sengers  in  any  one  vehicle  *  #  #  ”  does  not  appear  to  have 

74  Northwest  Air.,  R.  F.  C.  Loan,  1  C.  A.  A.  60  (1939). 

75  Mid-Coni.  Air.,  Mail  Rate  for  Route  No.  48,  2  C.  A.  B.  392  (1940)  ; 
Branxff  Airways,  Mail  Rates — Routes  Nos.  9,  15,  and  50,  2  C.  A.  B.  555 
(1941). 

76  6  C.  A.  B.  961  (9K2). 

77  Decided  May  20,  1947,  at  p.  S  of  tin*  mimeographed  opinion. 

78  Crescent  Express  Lines,  v.  U.  S.,  320  U.  S.  40], 
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any  controlling  force  here.  Section  208  of  Part  II  of  the 
Interstate  Commerce  Act79  provides  in  part  “That  no 
terms,  conditions,  or  limitations  shall  restrict  the  right  of 
the  carrier  to  add  to  his  or  its  equipment  and  facilities  over 
the  routes  #  *  *  specified  *  #  *  as  the  development  of  the 
business  and  the  demands  of  the  public  shall  require.”  The 
comparable  section80  of  the  Civil  Aeronautics  Act  reads  in 
part  “No  term,  condition,  or  limitation  of  a  certificate  shall 
restrict  the  right  of  an  air  carrier  to  add  to  or  change 
schedules,  equipment,  accommodations,  and  facilities  #  *  #  ” 
(underscoring  supplied).  The  underlined  words  do  not 
appear  in  the  motor  carrier  statute  and  must  be  construed 
to  have  been  added  in  the  air  transport  regulatory  Act 
to  insure  a  greater  freedom  to  certificate  holders  in  the 
selection  of  equipment,  etc. 

22978  In  any  event,  the  Supreme  Court  in  the  decision 
cited  placed  the  emphasis  on  the  phrase  “as  the 
development  of  the  business  #  #  #  shall  require.”  Since 
“the  business”  in  the  grandfather  period  had  been  a  non- 
scheduled  door-to-door  limousine  service  the  court  found 
that  permitting  the  applicant  to  expand  into  a  bus  service 
would  necessarily  have  changed  the  business  to  one  less 
flexible  both  as  to  routes  and  schedules.  The  restriction 
was  accordingly  upheld  as  appropriate  on  that  basis. 

A  careful  reading  of  section  401(e)(1)  of  the  Act  indi¬ 
cates  that  the  Board  was  without  discretion  in  awarding 
grandfather  certificates  insofar  as  classes  of  traffic  au¬ 
thorized  for  carriage  was  concerned.  Contingent  only  upon 
a  showing  of  satisfactory  continuous  operation  as  an  air 
carrier  for  the  period  specified  the  Board  was  required  to 
issue  a  certificate  “with  respect  to  all  classes  of  traffic  for 
which  authorization  is  sought”  (except  mail,  where  no 
prior  authorization  of  the  Postmaster  General  existed). 


79  49  Stat.  552,  49  U.  S.  308. 
SO  Section  401  (f). 
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That  the  Board  interpreted  this  section  as  requiring  a 
grant  as  to  “all  classes  of  traffic  for  which  authorization 
is  sought"  is  evident  in  cases  where  carriage  of  passengers, 
property,  and  mail  was  authorized  for  various  points 
covered  by  proper  mail  authorization  but  which  were  not 
receiving  service  during  the  grandfather  period.81 

Further,  in  American  Air.,  Grandfather  Certificates 82 
the  Board  noted  that  American  had  required  a  provision 
in  its  certificate  that  would  construe  the  authorization  to 
carry  persons,  property,  and  mail  to  include  the  right  to 
carry  all  other  classes  of  traffic  capable  of  being  carried 
by  airplane.  In  disposing  of  this  prayer  the  Board 
22979  unequivocally  stated  “The  terms,  'persons’,  'prop¬ 
erty'  and  'mail’  are  broad  enough  to  include  all 
classes  of  traffic  which  may  be  carried  by  airplane.” 

Accordingly,  it  is  concluded  that  as  a  matter  of  law’,  any 
carrier  authorized  by  its  certificate  to  carry  property  is 
thereby  authorized  to  carry  any  component  part  thereof 
whether  called  baggage,  express,  freight,  or  by  any  other 
term  and  that  provisions  of  section  401(f)  of  the  Act  pro¬ 
hibit  any  limitation  as  to  the  type  of  equipment  or  facili¬ 
ties  that  may  be  used  for  carrying  such  property. 

Estimated  freight  potential.  An  important  consideration 
in  a  case  of  this  nature  is  the  question  whether  or  not  there 
exists  a  sufficient  traffic  potential  to  warrant  the  introduc¬ 
tion  of  additional  carriers  to  satisfy  the  air  transportation 
demands  of  the  public.  An  example  of  forecasts  in  this 
respect  may  be  seen  from  data  supplied  by  two  of  the 
applicants  in  this  proceeding,  California  Eastern  and  Slick, 
who  have  undertaken  to  estimate  the  air  freight  potential 

M  TvW.  Tex.,  Delta  Air  Cory.,  Grandfather  Certificate,  3  C.  A.  A.  1, 
(1939);  Sioux  Fall*,  N.  Dak.,  Mid-Cont.  Air..  Grandfather  Certificate,  1 
C.  A.  A.  S  (1939);  Trinidad,  Colo.,  and  La*  Vej$us,  Nev.,  Continental  A.  L., 
Grandfather  Certificate.  1  C.  A.  A.  1-1  (1939). 

82  1  C.  A.  A.  105,  110  (1939). 
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that  will  be  available  for  domestic  movement  by  the  year 
1950.  California  Eastern’s  estimate  is  5.6  billion  ton-miles 
at  a  12-cent  rate;  Slick’s  is  an  even  5  billion  at  a  9-cent 
rate.  Neither  applicant  predicts  that  this  quantity  of 
freight  wull  move  by  air  in  that  year,  but  only  that  such 
is  the  potential  total  that  could  be  carried,  assuming  com¬ 
plete  coverage  of  service  and  proper  exploitation  of  the 
field.  It  is,  in  effect,  their  estimate  of  the  maximum  traffic 
that  would  then  move  by  air  on  the  basis  of  present  indica¬ 
tions  of  future  economic  activity. 

To  illustrate  the  impact  of  this  traffic  on  the  domestic 
air  transport  system,  a  minimum  of  685  planes  would 
be  required  to  carry  it.  These  aircraft  would  have  to  be 
utilized  10  hours  a  day,  365  days  per  year,  at  a 
22980  block-to-block  speed  of  200  mph,  and  average  a 
payload  of  10  tons.  Allowing  for  operations  at  a 
lower  average  payload  and  aircraft  maintenance  require¬ 
ments,  etc.,  would,  of  course,  substantially  increase  the 
fleet  of  planes  essential  to  conduct  the  service. 

On  the  other  hand,  the  5-billion  figure  should  be  oriented 
with  respect  to  surface  traffic,  from  which  it  w’ould  be  to 
some  extent  diverted.  Total  1939  surface  movement  of 
property  was  approximately  681  billion  ton-miles,  55  per¬ 
cent  of  which  wTent  by  rail  or  highway.  The  remaining  45 
percent  moved  by  waterway  and  pipeline.  Surface  trans¬ 
portation  by  rail  and  highway  projected  to  1950  on  the 
basis  of  national  disposable  income  is  forecast  at  ap¬ 
proximately  562  billion  ton-iniles.  Thus  the  estimated  5 
billion  ton-mile  potential  for  air  freight,  wdiile  repre¬ 
senting  a  volume  of  traffic  exceeding  that  now  carried  in 
passengers,  property,  and  mail  by  the  domestic  certifi¬ 
cated  airlines,  is  still  less  than  1  percent  of  the  anticipated 
surface  freight  volume. 

By  this  reference  it  does  not  necessarily  follow  that  the 
5  billion  ton-mile  estimates  may  be  considered  accurate. 
Actually,  the  two  estimates  cited  differ  widely  in  their 
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evaluation  of  potential  since  one  of  them  is  premised  on  a 
12-eent  rate,  the  other  on  a  9-cent  rate.  As  a  general 
proposition  it  can  be  accepted  that  two  competing  systems 
of  transportation  will  share  equally  in  available  traffic 
when  rates  and  services  are  similar.  An  improved  service 
in  point  of  transportation  time  can  even  be  expected  to 
hold  its  share  of  the  traffic  as  against  somewhat  lower  rates 
offered  by  slower  competition;  but,  the  traffic  ratio  that 
will  exist  as  larger  variations  of  rates  and  service  enter 
the  picture  is  something  that  can  not  be  reliably  deter¬ 
mined  without  actual  experience. 

22981  Several  applicants  in  estimating  air  potential 
have  analyzed  carload  rail  shipments  between  cer¬ 
tain  areas  or  points  and  then  applied  a  judgment  factor 
as  to  the  percentage  to  be  carried  by  air  freight.  But  even 
applying  a  factor  as  1owt  as  a  fraction  of  1  percent  is  not 
necessarily  conservative  considering  the  rate  disparity. 
Average  rail  carload  rates  can  be  taken  for  discussion 
at  about  1.1  cents  per  air  ton-mile.  Average  air  freight 
rates  proposed  in  this  proceeding  range  around  12  to  15 
cents  a  ton-mile.  Looking  back  to  rail  express  and  air 
express  in  the  year  1939  wdien  the  air  rates  averaged 
about  7.25  times  the  rail  express  rates,  it  is  noted  from 
statistics  of  record  that  there  moved  by  air  only  0.17  of  1 
percent  of  the  express  traffic  that  went  by  rail.  It  may  be 
asserted  that  air  express  wTas  then  in  its  early  develop¬ 
mental  stage,  but  nevertheless  a  comparison  with  the  cur¬ 
rent  stage  of  air  freight  development  would  appear  ap¬ 
propriate.  Further,  items  moving  by  express,  "whether  air 
or  rail,  have  been  recognized  as  receiving  some  benefit 
from  faster  transportation.  Items  moving  by  rail  freight 
carry  no  such  stamp.  They  are  moving  in  one  of  the  most 
economical  ways  possible.  To  expect  any  appreciable  car¬ 
riage  of  such  traffic  by  air  at  rates  11  to  14  times  greater 
seems  to  fall  in  the  realm  of  speculation  rather  than  esti¬ 
mation. 
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Another  point  that  must  be  kept  in  mind  in  considering 
estimates  of  diversion  from  surface  carriers  on  the  basis  of 
comparative  rates  is  whether  the  services  are  door-to-door 
or  otherwise.  Rates  proposed  by  the  applicants  are  uni¬ 
formly  airport-to-airport  with  provision  for  carrier  ar¬ 
ranged  pick-up  or  delivery,  or  both,  at  an  extra  charge  of 
about  40  to  50  cents  per  hundred  pounds  at  each  end.  In 
surface  transportation  railway  express  and  motor  carriers 
include  door-to-door  service  in  their  rates.  Rail- 
22982  way  freight  and  LCL  freight  do  not.  In  terms  of 
a  1,000-pound  air  shipment  moving  1,000  miles, 
the  additional  cost  of  door-to-door  service,  at  the  50  cents 
per  cwt  rate,  becomes  2  cents  per  ton-mile. 

An  indeterminate  factor  in  any  estimate  of  potential  is 
the  amount  of  new’  traffic  that  will  be  developed.  That 
regular  air  freight  service  at  the  rates  proposed  w’ill  bring 
about  new’  traffic  is  not  disputed.  One  of  the  largest  single 
items  transported  by  the  applicants  in  their  operations 
to  date — cut  flow’ers — can  be  classed  as  new  traffic.  The 
long  distance  carriage  of  newspapers,  one  of  the  most 
short-lived  of  everyday  items,  is  also  new  traffic.  Over¬ 
night  air  freight  service  throughout  the  United  States  will 
broaden  local  manufacturers’  markets  by  assuring  speedy 
delivery  of  replacement  parts.  New  foreign  markets  for 
United  States  machinery  and  equipment  wdll  be  opened  for 
similar  reasons.  Such  items  will  be  new’  traffic.  Fruits 
and  vegetables  that  must  be  picked  before  ripening  for 
long  surface  shipment  may  experience  greatly  increased 
demand  because  of  better  condition  and  flavor  w’hen  picked 
ripe  and  flown  to  destination.  All  these  and  other  items 
of  new  traffic  will  be  developed.  But  how’  much  of  total  air 
freight  moving  w’ill  be  such  traffic  at  this  stage  can  be 
little  more  than  a  tentative  guess. 

In  considering  the  more  extensive  proposals  herein  it 
is  noted  they  have  in  common  one  or  more  routes  w’hieh 
would  connect  predominently  industrial  areas  writh  areas 
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having  agricultural  perishables  as  the  principal  com¬ 
modities  produced  for  distant  domestic  markets.  Data  sub¬ 
mitted  by  Calasia  for  example,  analyzed  selected  ICC  com¬ 
modity  groups  moving  between  California  and  the  east¬ 
ern  States  of  Illinois,  Pennsylvania,  New  York,  and  Massa¬ 
chusetts  in  1939.  These  rail  data  showed  that  S5.6 
229S3  percent  of  the  westbound  flow  was  in  the  manu¬ 
factures  and  miscellaneous  category ;  the  eastbound 
flow  was  85.4  percent  in  fruits  and  vegetables.  The  east- 
bound  tonnage  of  fruits  and  vegetables  moving  was  ap¬ 
proximately  three  times  as  great  as  the  westbound  flow 
of  manufactures  and  miscellaneous.  The  westbound  flow 
of  manufactures  and  miscellaneous  was  about  six  times 
that  moving  east  in  this  category.  Thus,  it  is  apparent 
that  any  air  freight  operation  connecting  the  east  and  west 
coast  areas  will  have  to  develop  agricultural  traffic  east- 
bound  to  approach  a  balanced  traffic  flow. 

While  the  evidence  of  record  is  not  specific  on  the  point, 
it  appears  generally  that  agricultural  perishables  have  not 
tended  to  move  via  premium  rate  transportation  in  any 
appreciably  greater  degree  than  have  manufactured  prod¬ 
ucts.  From  the  study  “Air  Cargo  Potential  in  Fresh  Fruits 
and  Vegetables”83  it  appears  that  about  1.43  percent  of 
rail  traffic  in  such  produce  went  by  express  in  1941.  All 
rail  movement  in  that  year  amounted  to  477.6  billion  ton- 
miles  with  rail  express  1.863  billion.  The  over-all  express- 
to-rail  ratio  was  0.39  percent.  But  1939  rail  tonnage  figures 
indicate  that  products  of  mines  and  forests,  neither  of 
which  would  be  likely  to  contribute  rail  express  traffic, 
made  up  about  61  percent  of  all  rail  tonnage.  If  the  re¬ 
maining  categories  contributed  all  of  the  rail  express  then 
it  appears  that  about  0.9  percent  of  the  classification  manu¬ 
factures  and  miscellaneous  moved  at  the  premium  rail 
rate. 


8.°*  Wayne  University  Studies  in  Air  Transport,  Number  One,  by  Spencer 
O.  Larsen,  p.  5. 
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In  considering  any  comparative  rates  involving  rail 
transportation  there  are  presented  such  highly  specialized 
commodity  classifications  as  to  make  it  difficult  to  speak 
in  terms  of  average  rates.  Throughout  the  pro- 
22984  ceeding  the  various  applicants  maintained  that 
“average”  rail  express  rates  were  in  the  range  of 
10  to  14.5  cents  a  ton-mile.  Yet  here,  in  dealing  with  fresh 
fruits  and  vegetables,  carlot  express  rates  range  from  about 
2.9  to  6.5  cents  a  ton-mile.  An  average  might  be  around 
3.5  cents.  Considering  this  low  rail  express  rate  for  these 
commodities  as  compared  to  the  “average"  for  all  com¬ 
modities  it  appears  that  the  rail  express  penetration  of 
railway  freight  has  been  relatively  low  for  agricultural 
perishables.  A  great  cost-consciousness  on  the  part  of  the 
shippers  and  wholesalers  of  this  produce  is  thereby  in¬ 
dicated  and  it  must  be  concluded  that  air  freight,  if  it  is 
to  carry  such  traffic  must  be  sold,  initially  at  least,  on  a 
strict  cost-of-service  basis. 

In  the  study  by  Spencer  0.  Larsen84  it  was  concluded  that 
the  air  potential  in  fresh  fruits  and  vegetables  on  the  basis 
of  1941  historical  movement  was  as  follows : 


Ton-mile  rate  Percent  of 

(cents)  Ton  miles  total  traffic 

15 .  24,419,000  0.15 

10 .  63,714,000  .39 

7 .  333,127,000  2.06 

5 .  967,711,000  5.99 

3 .  4,018,743,000  24.89 


These  estimates  cover  movements  over  250  miles  to 
metropolitan  centers  having  a  population  of  50,000  or  more. 
The  study  is  in  considerable  detail,  indicating  the  potential 
in  specific  fruits  and  vegetables  and  the  consuming  poten¬ 
tial  of  various  regions. 


vS4  Op.  cit.  p.  43. 
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It  was  the  conclusion  of  Mr.  Larsen  that  rates  below  10 
cents  a  ton-mile  are  necessary  to  induce  a  substantial  flow 
of  fresh  fruits  and  vegetables.  Several  applicants  in  the 
proceeding  support  that  conclusion.  The  president 
22985  of  the  Flying  Tiger  Line  testified  that  a  rate  of 
8  cents  a  ton-mile  was  believed  necessary  before  a 
steady  volume  of  such  perishables  would  flow  by  air.  At 
the  proposed  12-cent  rate  California  Eastern  estimates 
the  major  movement  of  agricultural  perishables  will  come 
from  the  “first  to  market”  loads  of  various  crops. 

Notwithstanding  the  various  forecasts  of  the  volume  of 
specific  commodities  that  will  support  an  air  freight  sys¬ 
tem,  there  seems  little  doubt  but  that  these  estimates  could 
be  greatly  affected  one  way  or  the  other  by  the  many  im¬ 
ponderables  inherent  in  a  relatively  new  type  of  service. 
The  past  traffic  carried  by  the  applicants  is  doubtless  the 
best  indication  of  what  will  move  in  the  near  future.  Be¬ 
yond  that  the  record  does  not  shed  light  other  than  to 
indicate  that  there  is  room  in  this  new  field  for  aggressive 
exploration  of  the  air  transport  possibilities  for  many 
products. 

In  the  graph  on  the  following  page  there  is  plotted  the 
growth  of  air  freight  and  air  express  traffic  as  carried  by 
the  applicants  and  the  certificated  airlines.  Data  for  the 
certificated  carriers  is  taken  from  the  monthly  reports  for 
domestic  operations;  that  for  the  applicants  is  from  the 
record  in  this  proceeding.  It  was  stipulated  by  the  parties 
that  any  reports  required  of  the  applicants  by  the  Board 
under  part  292.5  of  the  Economic  Regulations  prior  to  de¬ 
cision  in  this  proceeding  would  become  a  part  of  the  record. 
No  such  reports  are  at  this  writing  available,  but  should 
they  be  prior  to  decision  they  will  afford  valuable  addi¬ 
tional  data  for  inclusion  in  the  graph. 

While  the  data  available  as  to  the  applicants  covers  only 
a  16-month  period,  it  is  apparent  that  the  air  freight  field 
experienced  a  tremendous  growth  during  that  time.  In 


485 


Examiners 7  Report  Docket  810 

the  later  months,  where  only  the  progress  of  the 
22986  certificated  carriers  is  shown,  there  still  is  indi¬ 
cated  a  steady  increase  of  volume  considering  the 
normal  spring  and  fall  traffic  peaks.  Also,  it  appears  that 
air  express  has  not  lost  ground  with  the  emergence  of  air 
freight  as  the  primary  carrier  of  property  by  air. 

Collected  in  the  table  below  are  the  several  estimates  of 
future  air  freight  potential  at  various  rates  up  to  20  cents 
a  ton-mile,  which  have  been  presented  by  the  applicants 
and  the  intervener  American.  All  of  these  estimates  were 
on  a  yearly  basis.  They  have  been  divided  by  12  to  give  a 
monthly  figure  for  ready  comparison  with  the  foregoing 
graph. 


Rate 
(Cents 
per  ton- 

TON-MILES  IN  MILLIONS 
1946  1947  1948 

1950 

Source 

mile) 

Year 

Month 

Year 

Month 

Year 

Month 

Year 

Month 

Edward  P.  Warner 

6 

— 

— 

— 

— 

— 

— 

2,000 

166.7 

>lick  Airways  . 

9 

— 

— 

— 

— 

— 

— 

5,000 

416.7 

Edward  P.  Warner 

10 

— 

— 

— 

— 

— 

— 

300 

25.0 

California  Eastern.. 

12 

— 

— 

— 

— 

— 

— 

5,600 

466.7 

Slick  Airways . 

12.5 

— 

— 

1.200 

100 

— 

— 

— 

— 

Curtis-Wright  . 

14 

298 

24.8 

— 

— 

401 

33.4 

518 

43.2 

Douglas  Aircraft .... 

15 

— 

— 

— 

— 

— 

— 

3,900 

325.0 

American  Air 
Express  . 

15 

- 

- 

500 

41.7 

_ 

_ 

Curtis-Wright  . 

20 

146 

12.1 

— 

— 

196 

16.3 

253 

21.1 

Cdward  P.  Warner 

20 

— 

— 

— 

— 

— 

— 

60 

5.0 

An  accurate 

comparison 

with  the  graph 

is,  of 

course. 

not  possible.  Rates  have  varied  so  widely  during  the  pe¬ 
riod  for  which  data  were  plotted  that  no  one  estimate 
would  apply.  Special  contract  and  commodity  rates  have 
been  offered  to  attract  traffic.  But,  recognizing  the  limita¬ 
tions  of  available  data,  it  appears  roughly  that  with  rate 
variations  during  1946  of  from  11  to  30  cents  a  ton-mile 
20  cents  would  probably  be  slightly  high  for  an  average 
cost  of  air  freight  movement.  If  so,  this  would  make  the 
Curtis-Wright  estimate  for  that  year  and  rate  appear  op¬ 
timistic. 


AVAILABLE 

bound  volume 


BEST  CO 


TOH-Hll.es 
im'ilkxj » 
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22988  Looking  at  the  estimates  for  subsequent  years 
serves  primarily  to  emphasize  the  great  disparity 

between  future  prospects  for  air  freight  as  seen  by  the 
several  persons  and  organizations  there  represented.  The 
differences  between  these  figures  indicate  that  greater 
traffic  experience  is  needed  to  permit  expert  evaluation  of 
traffic  trends.  Yet  it  is  basic  to  this  proceeding,  since  it  has 
been  concluded  that  the  applicants  propose  service  that 
will  to  a  large  extent  compete  with  those  of  the  presently 
certificated  carriers,  that  some  determination  of  the  traffic 
potential  be  made.  Considering  the  several  general  criti¬ 
cisms  previously  made  of  some  aspects  of  the  applicants’ 
estimates,  the  great  divergence  among  expert  economists 
as  to  the  future  size  of  the  field,  and  the  short  period  during 
which  specific  data  have  accumulated,  it  appears  appropri¬ 
ate  to  temper  the  estimates  presented  on  the  broader  basis 
of  transportation  history  in  other  fields. 

Previously  included  herein,  at  page  63a,  was  a  plot  of 
1941  data  on  rates  and  traffic  for  surface  and  air  transpor¬ 
tation,  originally  presented  by  California  Eastern.  With 
the  exception  of  the  points  indicating  “Estimated  1950  Rail 
Freight”  and  “Estimated  1950  Air  Cargo,”  the  data  plotted 
are  factual.  The  location  of  the  trend  line  appears  rea¬ 
sonable.  From  the  chart  there  are  indicated  potentials  of 
one  billion  ton-miles  annually  at  a  rate  of  approximately 
16  cents  a  ton-mile,  three  billion  at  a  10-cent  rate,  and  five 
billion  at  an  8-cent  rate.  These  figures  are  taken  directly 
from  the  trend  line  and  thus  assume  air  services  and  rates 
that  will  be  equally  attractive  to  shippers  as  the  services 
and  rates  of  other  transportation  means,  within  the  com¬ 
petitive  price  range.  Should  the  air  service  offered  prove 
superior  in  the  competitive  market,  then  a  higher 

22989  potential  would  result.  Conversely,  the  potential 
would  suffer  if  the  service  does  not  compare  favor¬ 
ably  with  others  in  competitive  price  brackets. 

The  expert  economic  witnesses  who  appeared  for  the 
various  parties  generally  agreed  that  in  transportation 
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history  each  new  form  of  transportation  which  has  per¬ 
sisted  offered  services  and  rates  which  were  able  to  (1) 
divert  some  traffic  from  older  transportation  systems,  and 
(2)  create  new  traffic.  Air  freight,  in  its  genesis,  has  shown 
such  propensities. 

A  considerable  number  of  firms  exhibited  marked  eager¬ 
ness  in  the  further  development  of  air  freight  service  and 
presented  data  on  their  experience  and  needs.  The  testi¬ 
mony  of  such  industrial  witnesses  has  received  careful  at¬ 
tention.  Practical  considerations  do  not  permit  a  review 
of  all  such  presentations,  but  a  brief  summary  of  the  data 
introduced  by  a  few  shows  that  air  freight  has  already 
demonstrated  that  it  will  carry’  not  only  new  traffic  but  will 
also  carry  much  traffic  that  has  heretofore  moved  over 
surface  facilities. 

Sears  Roebuck  &  Co.  has  adopted  air  freight  for  the 
movement  of  ladies’  ready-to-wear  merchandise  out  of  New 
York  to  Texas  and  west  coast  retail  outlets,  and  to  some 
extent  to  its  mail  order  plant  in  Kansas  City.  Shipments 
of  such  items  from  New  York  started  early  in  1946  and  by 
the  end  of  November  totaled  almost  3,000  tons.  This  traffic 
previously  went  via  surface  transportation.  The  elimina¬ 
tion  of  packaging  for  these  garments  moving  them  on  racks, 
has,  according  to  the  company’s  analysis,  saved  amounts 
averaging  $3.43  per  cwt.  on  New  York-Chicago  movements 
and  $7.76  per  cwt.  on  New  York-Los  Angeles  shipments. 

Other  items  have  been  flown  to  destination  to  meet 
22990  emergencies  and  unexpected  demands.  The  com¬ 
pany  is  presently  making  studies  of  many  items 
having  high  values  per  pound  to  determine  the  possible 
economy  of  regular  shipments  by  air.  Elimination  of  the 
Kansas  City  and  Philadelphia  mail  order  stocks  of  ready- 
to-wear  items  in  favor  of  one  stock  in  New  York  City  is 
considered  a  possibility  with  air  freight,  and  would  result 
in  a  better  customer  service  with  lower  inventory  risks. 

Aldens,  Inc.,  a  retail  store  in  Chicago,  operates  a  mail 
order  service  out  of  that  point  and  has  customers  through- 
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out  the  United  States  and  abroad.  Since  the  company  has 
no  other  stores,  the  great  bulk  of  its  mail  order  business  is 
within  500-700  miles  of  Chicago.  Daily  mail  order  move¬ 
ment  out  of  its  plant  averages  12  to  18  full  mail  cars.  To 
offer  a  speed  of  delivery  to  customers  in  the  southeastern 
States  which  will  equal  that  given  by  competitors  having 
a  mail  order  plant  in  Atlanta,  this  company  has  contracted 
for  daily  air  freight  service  for  Chicago-Atlanta  movement. 
At  Atlanta  the  customer  packages,  with  precanceled  postage 
attached,  will  be  placed  in  regular  mail  service.  By  this 
means  orders  destined  for  this  area  which  are  packaged 
in  Chicago  by  10 :00  a.m.  will  move  out  of  Atlanta  as  parcel 
post  at  5:30  p.m.  the  same  day. 

Cut  flowers  have  been  previously  mentioned  as  a  prin¬ 
cipal  item  of  new  traffic.  One  growler,  with  farms  in  Delray 
Beach,  Fla.,  and  Lake  Park,  Ga.,  has  shipped  via  air  freight 
to  northern  markets,  from  October  through  June,  an  aver¬ 
age  of  8,000  to  9,000  pounds  daily.  Because  of  new  markets 
placed  within  reach  by  air  freight  this  company  has  recent¬ 
ly  added  300  acres  to  its  farms,  and  contemplates  still  fur¬ 
ther  expansion.  One  wholesale  florist  in  San  Francisco 
averaged  its  daily  shipments  of  cut  flowers  to  Chi- 
22991  cago  and  New  York  in  excess  of  1,000  pounds.  Dis¬ 
tant  shipments  by  air  express  prior  to  the  estab¬ 
lishment  of  an  air  freight  service  accounted  for  about  10 
percent  of  this  dealer’s  total  volume,  whereas  distant  air 
freight  shipments  now  represent  around  85  percent  of  its 
volume. 

The  cited  examples  and  testimony  of  other  industrial 
witnesses  present  an  impressive  indication  that  the  services 
and  rates  offered  by  the  applicants  are  meeting  an  industry 
need  for  rapid  movement  of  property.  Overnight  delivery 
between  practically  any  points  in  the  United  States  is,  of 
course,  the  principal  element  of  service.  As  distances  in¬ 
crease  this  represents  greater  time  savings  over  surface 
movements. 
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In  tlie  long-haul  field  air  freight  will  doubtless  find  its 
greatest  success  in  diverting  traffic  from  surface  carriers. 
As  hauls  become  shorter,  distances  that  can  be  covered 
overnight  by  rail  or  truck  movement,  then  the  ability  to 
divert,  of  course,  diminishes.  Since  the  over-all  history  of 
rate-volume  relationships  considered  previously  covers 
movements  for  small  as  well  as  great  distances,  adherence 
to  the  normal  indication  of  potential  appears  justified. 

With  respect  to  rates  that  will  be  realized,  it  appears  that 
with  the  most  economical  equipment  presently  available 
operations  can  be  profitably  conducted  at  a  16-cent  rate 
(J/i  cents  airport-to-airport).  From  reports  of  operations 
submitted  subsequent  to  the  close  of  the  hearing  California 
Eastern  has  shown  a  net  operating  income  for  the  month 
of  October  1947  of  $18,385.  Douglas  C-54  equipment  was 
used  exclusively,  carrying  1,306,777  ton-miles  of  revenue 
freight  at  an  average  return  of  13.4  cents  a  ton-mile.  Plane 
utilization  was  8  hours  49  minutes  per  day  per  aircraft, 
with  average  load  factor  of  66.12  percent.  Slick 
22992  has  submitted  reports  for  each  month  subsequent 
to  the  hearing.  Its  operations  have  been  with  C-46 
equipment.  The  reports  for  September  and  October  1947 
showed  a  net  profit.  The  figures  furnished  by  Slick  for  the 
first  10  months  of  1947  show  total  revenue  ton-miles  flown 
of  17,653,233,  with  an  average  return  of  12.78  cents  a  ton- 
mile.  Plane  utilization  for  that  10-month  period  averaged 
7.9  hours  per  day  per  aircraft  and  load  factor  averaged 
80.2  percent.  Net  loss  for  the  period  was  $361,307,  or  2.05 
cents  a  ton-mile,  indicating  a  break-even  rate  of  14.83  cents 
a  ton-mile.  Lowest  operating  expenses  experienced  by 
Slick,  for  October  1947  (the  latest  month  for  which  a  report 
is  available),  were  12.11  cents  a  ton-mile.  Traffic  that  month 
was  2,400,857  ton-miles;  plane  utilization  was  8.S  hours 
per  day  per  plane,  and  load  factor  reached  89.1  percent. 

Future  equipment,  designed  especially  for  air  freight 
use,  should  permit  greater  economies,  lower  rates,  and  con¬ 
sequently  increase  the  available  traffic  potential. 
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In  finding  an  air  traffic  potential  that  indicates  a  future 
air  freight  business  rivaling  in  volume  the  current  air 
passenger  movement,  no  attempt  is  made  to  assess  the 
probable  realization  of  that  potential  in  terms  of  traffic  for 
a  specific  future  year.  The  competing  transport  means  for 
which  rate-volume  data  are  shown  on  the  chart  have  reach¬ 
ed  that  position  over  a  period  of  many  years.  The  coverage 
of  the  United  States  by  rail  and  truck  services  is  much  more 
extensive  than  is  here  proposed  by  air.  Much  time  and 
energy  have  gone  into  the  determination  of  markets  and  the 
fixing  of  special  and  commodity  rates  to  attract  the  traffic 
now  carried.  The  rate  of  realization  of  the  air  freight  po¬ 
tential  can  only  be  determined  by  competitive  coverage, 
technological  advances,  and  the  aggressiveness  of  the  en¬ 
trants  in  the  field. 

22993  In  view  of  the  foregoing  it  is  found  that  there 
exists  a  very  substantial  potential  traffic  in  the  field 
of  air  freight.  The  ultimate  question  to  be  resolved  there¬ 
fore  is  whether  the  existing  certificated  carriers  are  in  a 
position  to  fully  exploit  and  satisfy  the  demands  of  this 
traffic,  or  whether  the  public  interest  requires  the  intro¬ 
duction  of  new  and  additional  carriers  not  only  to  meet  the 
public  requirements  but  also  to  assist  in  the  development 
of  this  relatively  new  phase  of  air  transportation  service. 

Competitive  aspects . — The  total  amount  of  competitive 
air  service  contemplated  by  the  proposals  in  this  proceed¬ 
ing  appears  to  far  surpass  that  of  any  case  previously 
before  the  Board.  Moreover,  earlier  cases  involving  com¬ 
petition  have  been  concerned  with  all  classes  of  traffic,  i.e., 
persons,  property,  and  mail.  There  are  here  involved 
specialized  proposals  for  the  hauling  of  property  or  prop¬ 
erty  and  mail  only. 

The  statutory  directive  relating  to  competitive  service 
is  found  in  section  2  of  the  Act.  It  is  there  stated,  inter 
alia,  that  it  shall  be  considered  to  be  in  the  public  interest 
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to  maintain  “competition  to  the  extent  necessary  to  assure 
the  sound  development  of  an  air  transportation  system 
properly  adapted  to  the  needs  of  the  foreign  and  domestic 
commerce  of  the  United  States,  of  the  Postal  Service,  and 
of  the  national  defense”.  Equally  important  in  the  declara¬ 
tion  of  policy  is  that  section  which  indicates  that  the  public 
interest  is  also  served  by  the  maintenance  of  sound  eco¬ 
nomic  conditions  in  air  transportation. 

The  play  of  these  conflicting  considerations  is  apparent 
in  cases  which  have  been  before  the  Board.  The  Board  has 
noted  that  competition  provides  an  incentive  to  improved 
service,  and  hence  may  be  properly  considered  in  any  case 
where  an  adequate  traffic  is  indicated  to  support  more  than 
one  carrier  at  reasonable  cost.85  Adequacy  of  service 
22994  rendered  by  a  carrier  over  a  given  route  will  not 
serve  to  bar  authorization  of  competition  where 
other  factors  indicate  that  the  public  interest  would  there¬ 
by  be  served.86  On  the  other  hand,  the  mere  existence  of  a 
large  volume  of  traffic  over  a  given  route  is  not  in  and  of 
itself  sufficient  to  justify  duplication  of  the  service.87  Diver¬ 
sion  of  traffic  from  a  relatively  weak  carrier  has  been 
weighed  against  single-carrier  benefits  to  the  traveling 
public  in  cases  where  one  carrier  seeks  entry  into  the  ter¬ 
ritory  of  another  or  in  awarding  a  new  route.  In  the  Den¬ 
ver -Los  Angeles  case  the  route  was  awarded  Western  to 
strengthen  that  carrier  and  to  avoid  the  diversion  of  traffic 
that  would  have  resulted  from  certification  of  United,  even 
though  it  was  apparent  that  the  selection  of  United  would 
offer  more  one-carrier  service  to  the  public.88  An  opposite 

S3  Colonial  Air.  et  al,,  Atlantic  Seaboard  Op.,  4  C.  A.  B.  552,  555  (1944). 

86  Transcontinental  S’  W.  A.,  North-South  California,  4  C.  A.  B.  373, 
375  (1943). 

S7  Northwest  Air.  et  ah,  Chicago-Milwaukee-New  York,  G  C.  A.  B.  217, 
228,  232  (1944). 

sS  ll'estmi  A.  L.  et  ah,  Dvnver-Los  Angeles  Service,  G  C.  A.  B.  199, 
210  (1944). 
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result  was  reached  after  weighing  similar  factors  in  the 
East-West  California  case.89  There  the  long-haul  traffic 
benefits  which  could  be  realized  by  an  award  to  American 
were  found  to  outweigh  considerations  of  diversion  of  other 
traffic  from  United,  Western,  and  TWA.  In  the  recently 
decided  Detroit-Washington  Case  both  aspects  of  this  com¬ 
petitive  balance  were  noted.90  While  finding  that  PCA’s 
route  No.  14  was  a  strong  local  route  trafficwise,  competitive 
local  service  proposals  w’ere  denied  because  of  that  carrier’s 
weak  financial  condition  and  the  probable  serious  diversion- 
al  effects  that  local  competition  would  have  on  it.  On  the 
other  hand,  Northwest  w'as  given  an  entry  into  Washington, 
with  a  restriction  against  local  service,  because  of 
22995  the  public  benefits  in  long-haul,  one-carrier  service 
which  would  result. 

These  decisions  have  been  concerned  with  route  exten¬ 
sions  proposed  by  existing  certificated  carriers.  PCA  is 
the  only  such  applicant  in  this  proceeding;  the  other  ap¬ 
plicants  are  seeking  initial  certification.  However,  it  would 
appear  that  the  only  difference  here  is  one  of  degree,  and 
that  the  same  considerations  govern. 

Thus,  the  previous  finding  relating  to  the  future  size  of 
air  freight  traffic  has  opened  the  door  to  consideration  of 
competitive  service  between  the  general  major  traffic  areas 
set  forth.  However,  the  existence  of  a  large  air  freight  po¬ 
tential  is  not  in  and  of  itself  sufficient  justification  to  war¬ 
rant  the  certification  of  any  applicant.  On  the  other  hand, 
certain  competitive  aspects  flowing  from  additional  air 
services  might  well  result  in  either  approval  or  disapproval 
of  the  various  proposals.  Some  of  these  questions  relate 
to  the  amount  of  new  one-carrier  service  that  would  be  af¬ 
forded,  comparative  cost  considerations,  and  the  extent  to 
which  diversion  of  revenues  from  other  carriers  is  indi- 


89  American  Air.  et  al.,  East-West  California ,  4  C.  A.  B.  297,  312  (1943). 

90  Decided  September  30,  1947,  pp.  51,  58  of  mimeograph  opinion. 
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cated.  In  addition,  other  factors  relating  to  the  national 
defense  and  to  the  postal  service  must  be  weighed. 

One-carrier  service. — Each  applicant  proposes  to  connect 
some  pairs  of  points  with  new  one-carrier  service.  The 
amount  of  such  new  service  varies  widely  between  applica¬ 
tions,  reaching  a  maximum  in  the  so-called  area  proposals. 
The  arguments  favoring  one-carrier,  as  opposed  to  two-or- 
more-carrier  connecting  service,  have  been  frequently  be¬ 
fore  the  Board.  Unquestionably  one-carrier  service  is  most 
desirable.  There  is  no  waiting  for,  or  missing,  connections. 
Practical  limitations  against  the  concept  are:  (1)  that  pro¬ 
vision  of  one-carrier  service  between  all  pairs  of  cities 
w'ould  call  for  certification  of  all  carriers  to  all  points;  (2) 
that  it  usually  favors  the  larger  carriers  in  any  given  case, 
and (3)  it  threatens  serious  traffic  diversion. 

22996  Considering  air  freight  as  compared  to  passenger 
service,  it  appears  that  the  former  stands  to  benefit 
more  from  one-carrier  service.  Passengers  making  connec¬ 
tions  move  about  under  their  own  power  without  expense 
to  the  carrier;  cargo  requires  manpower,  equipment,  and 
time  for  unloading  and  loading,  all  of  which  means  addi¬ 
tional  expense.  A  passenger  missing  a  connection  may 
mean  additional  work  for  reservations  personnel  and  some 
loss  of  good  will.  Cargo  missing  a  connection  would  involve 
both  of  these  items,  plus  a  need  for  appropriate  storage 
space  or,  in  the  case  of  perishables,  possible  spoilage  and 
damage  claims.  Thus,  a  one-carrier  air  freight  service  ap¬ 
pears  very  much  in  the  public  interest. 

Questions  relating  to  comparative  cost. — No  issue  in  the 
proceeding  was  more  strongly  contested  than  the  question 
relating  to  whether  a  multiple-service  carrier  (passenger, 
property,  and  mail)  or  a  property-only  carrier  can  offer  a 
property  service  at  lower  cost  to  the  public.  The  certifi¬ 
cated  carriers,  through  Dr.  Sorrell,  contend  that  economic 
theory  supports  their  position  to  the  effect  that  carriage  of 
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property  by  them  will  expand  the  size  of  their  total  opera¬ 
tions  so  that  costs  can  be  spread  over  more  units  of  traffic 
with  resulting  benefit  to  all.  Cost  estimates  of  the  appli¬ 
cants  are  attacked  as  being  inadequate,  and  American  set 
up  its  own  cost  estimate  on  a  theoretically  ideal  property- 
only  operation  to  give  its  version  of  minimum  costs  to  be 
experienced.  The  applicants,  in  turn,  analyzed  past  cost 
experience  of  the  certificated  carriers  to  show  that  their 
organizations  could  not  compete  with  a  specialized  prop¬ 
erty-only  carrier. 

The  question  is  important.  Certainly  the  public  conven-. 
ience  and  necessity  is  best  served  by  the  operation  that  will 
give  the  needed  service  at  the  lowest  cost  consistent  with 
reliability  and  safety.  In  many  past  cases  involv- 
22997  ing  the  selection  of  a  carrier  for  extension  over  a 
new  route  segment  the  Board  has  considered,  among 
other  things,  the  additional  initial  and  operating  expenses 
of  the  various  applicants  in  maintaining  such  a  service. 
Thus,  an  applicant  who  already  had  sales  and  operations 
personnel  located  in  the  points  to  be  joined  by  a  new  rout¬ 
ing  could  show  less  added  expense  in  those  categories  than 
the  carrier  who  would  be  required  to  set  up  such  facilities 
at  those  points.  As  between  applicants,  the  Board  has 
considered  that  one  might  be  able  to  serve  the  new  route  by 
increasing  utilization  of  equipment  owned,  whereas,  anoth¬ 
er  would  have  to  add  new  planes  for  the  purpose.  Such 
considerations,  of  course,  imply  something  short  of  full 
utilization  of  personnel  and  equipment  in  a  given  operation, 
but  that  does  not  detract  from  the  practical  force  of  the 
considerations.  Without  attempting  to  fix  the  traffic  vol¬ 
ume  points  at  which  additional  station  personnel  become 
necessary,  it  has  been  recognized  that  additional  units  of 
traffic  can  generally  be  handled  at  less  cost  than  a  similar 
initial  traffic. 

The  carrier  interveners  have  advanced  this  argument  to 
show  that  they  can  carry  air  freight  at  an  added  cost  which 
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will  be  much  lower  than  the  cost  to  any  applicant.  But  the 
previous  cases  referred  to  involved,  as  a  practical  matter, 
passengers  and  express — the  service  to  be  extended  was 
similar  to  that  being  offered  over  other  routes.  Whether 
the  same  logic  can  be  applied  to  a  different  traffic — a  traffic 
in  air  freight — requires  further  analysis. 

First,  with  respect  to  station  personnel,  it  would  appear 
that  one  familiar  with  passenger  reservations  could  handle 
air  freight  reservations  with  appropriate  training.  As 
tariffs  on  air  freight  become  more  complex,  the  time  for 
handling  a  freight  reservation  request  may  exceed  that 
for  a  passenger.  Where  consignee-to-airport  move- 
22998  ment  of  freight  is  to  be  by  an  agent  of  the  airline, 
the  reservations  clerk  would  probably  have  an  extra 
call  to  make  to  arrange  that  pick-up.  With  adequate  equip¬ 
ment  and  facilities,  it  would  appear  that  a  baggage  and 
express  handler  could  add  air  freight  to  his  duties.  On 
some  shipments  brought  to  the  airport  by  the  shipper,  the 
preparation  of  a  bill  of  lading  would  add  somewhat  to  the 
duties  and  training  required.  Assistance  might  be  needed 
for  larger  pieces  of  freight. 

As  to  station  facilities  and  equipment,  it  would  appear 
that  those  existing  for  express,  with  additions  as  needed  to 
accommodate  larger  pieces  and  greater  total  volume,  would 
be  adequate.  The  use  of  space  not  otherwise  used  on  pas¬ 
senger  flights  for  the  carriage  of  air  freight  offers  oppor¬ 
tunity  for  movement  of  that  traffic  at  a  very  low  added  cost. 

These  added-cost  arguments  appear  valid  with  respect 
to  station  personnel,  facilities,  and  equipment  at  any  point 
where  traffic  volume  is  relatively  low,  that  is,  where  all 
traffic  can  be  handled  by  the  minimum  staff ;  and  even  where 
greater  volume  would  require  additional  clerks  and  hand¬ 
lers,  some  economy  might  conceivably  be  realized  by  having 
the  station  manager  take  on  the  added  supervisory  work. 
But  when  the  larger  traffic  points  are  considered,  the  argu¬ 
ment  loses  force — as  freight  traffic  grows  in  volume  the 
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relative  amount  that  can  move  in  combination,  as  opposed 
to  afl-cargo,  equipment  will  become  less.  A  considerable  all- 
cargo  operation  at  any  point  will  make  necessary  separate 
freight  terminal  handling  and  loading  facilities,  perhaps 
at  a  different  airport  than  is  used  for  passenger  flights. 
Rather  than  acquire  additional  space  for  Freight  reserva¬ 
tions  employees,  at  the  relatively  expensive  locations  used 
for  passenger  sales,  they  will  doubtless  be  located  in  less 
costly  space,  probably  at  the  freight  terminal.  As 
22999  traffic  grows,  a  fairly  complete  segregation  of  pas¬ 
senger  and  freight  operations  will  follow.  Any  ap¬ 
preciable  physical  separation  of  passenger  and  freight 
loading  points  would  tend  to  reduce  the  practicability  of 
using  passenger  plane  space  for  air  freight.  Thus,  while 
there  is  found  some  current  merit  in  the  added  cost  presen¬ 
tation  of  the  carrier  interveners,  as  traffic  increases  it  is 
foreseen  that  the  operations  at  major  points  will  closely 
resemble  those  of  an  independent  all-cargo  operator.  As 
to  station  costs  at  relatively  small  traffic  points,  the  argu¬ 
ment  will  probably  remain  valid  as  against  a  conventional 
operation  serving  property  only. 

At  this  point  it  appears  appropriate  to  consider  an 
argument  advanced  by  California  Eastern,  and  to  some 
extent  by  other  applicants,  to  the  effect  that  analysis  of 
past  operations  of  the  certificated  carriers  indicates  that 
their  costs  for  carrying  air  freight  will  far  exceed  those  of 
the  applicants.  Utilizing  those  data  reported  by  several 
carriers  for  August  1946,  California  Eastern  subtracted 
from  total  expenses  those  expense  items  considered  allocable 
to  passenger  operations  alone.91  Remaining  expense  items 
were  then  prorated  over  all  classes  of  traffic  on  the  basis 
of  ton-miles  carried,  and  a  cost  per  ton-mile  of  freight 
obtained.  Results  were  as  follows,  indicating  also  the 
freight  traffic  as  a  percentage  of  total  ton-miles: 

91  These  items  were  passenger  service,  passenger  and  ticket  agents, 
consolidated  ticket  offices,  and  agency  commissions. 
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Carrier 

Freight  expense 
cents  per  ton- 
mile 

Percent  of 
total  (6) 

American  . 

.  35.5 

6.97 

Braniff . 

.  33.1 

.94 

Eastern  . 

.  29.5 

.15 

PCA  . 

.  39.4 

1.06 

TWA  . 

.  45.3 

2.96 

United  . 

.  32.9 

2.52 

23000  This  approach,  at  best,  is  very  rough.  Certain 
specific  items  were  pointed  out  on  cross  examina¬ 
tion  as  proper  for  exclusion.  In  the  case  of  American,  for 
'example,  both  the  common  and  contract  carriage  are  in¬ 
cluded  above,  the  contract  portion  for  that  month  being 
2.79  percent  of  total  ton-miles.  Other  evidence  of  record 
establishes  that  that  part  of  its  freight  was  carried  prof¬ 
itably  at  rates  much  below  35.5  cents  a  ton-mile.  But  more 
general  objection  to  the  system  used  by  California  Eastern 
was  expressed.  The  carriers  concerned  were  unanimous 
in  stating  that  they  had  been  unable  up  to  the  time  of  the 
hearing  to  arrive  at  an  allocation  of  costs  relative  to  freight 
traffic,  although  some  were  allegedly  endeavoring  to  make 
such  a  determination. 

Proper  cost  allocation  between  different  classes  of  traffic 
is  a  highly  complex  procedure  and,  at  best,  far  from  an 
exact  science.  Administrative  judgment  must  be  exercised 
to  a  considerable  extent.  These  points  are  perhaps  most 
clearly  evidenced  by  past  mail  rate  proceedings,  wThich  are 
primarily  concerned  with  a  determination  of  the  “necessary 
and  adequate  facilities  and  service  for  the  transportation  of 
mail”.92  It  is  therefore  concluded  that  the  analysis  present¬ 
ed  is  inadequate  to  sustain  any  finding  relative  to  the  cost 
of  a  freight  service  operated  by  the  certificated  air  carriers 
concerned. 


92  Sec.  406(b)  Civil  Aeronautics  Act  of  1938,  as  amended. 
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In  the  future  development  of  air  freight  the  key  point  on 
comparative  costs  will  be  found  in  the  small  traffic  station. 
In  general,  it  must  be  assumed  that  future  costs  for  a  given 
kind  of  employee,  facility,  supply,  or  equipment  item  will  be 
the  same  for  either  a  property-only  or  multiple-service 
carrier.  The  development  of  freight  traffic  at  major  cen¬ 
ters  will,  as  was  previously  indicated,  create  a  need  for 
separation  of  freight  and  passenger  handling  facilities  by 
the  multiple-service  carrier.  That  will  in  turn  mean 
23001  essential  similarity  of  freight  operations,  and  at¬ 
tendant  costs,  for  either  type  operator  at  such 

points. 

At  the  smaller  traffic  points  the  operations  of  the  mul¬ 
tiple-service  carrier  must  be  compared  as  to  cost  with  two 
different  types  of  proposal,  viz.,  a  conventional  station  plan 
serving  property  only  and  a  so-called  “demand”  station. 
The  distinctions  between  the  conventional  and  demand 
stations  for  the  property-only  operator  appears  in  person¬ 
nel  and  minimum  traffic  requirements.  The  conventional 
station  plan  contemplates  full-time  personnel  and  regular¬ 
ly  scheduled  stops  with  no  minimum  traffic  required.  The 
demand  point  operation  proposes  generally  to  contract  for 
station  traffic  and  handling  functions  with  a  local  fixed-base 
operator,  trucker,  or  freight  forwarder  and  to  make  stops 
only  on  demand  when  traffic  offered  exceeds  a  minimum 
weight  of  from  500  to  2,000  pounds. 

The  conventional  plan  for  a  property-only  station  appears 
to  offer  no  economies  over  operations  by  a  multiple-service 
carrier  at  such  a  point.  Personnel  and  facilities  of  the  mul¬ 
tiple-service  carrier  are  there  to  serve  passengers,  baggage, 
and  express.  The  handling  of  another  unit  of  traffic,  in  this 
case  freight,  adds  no  station  or  flight  cost,  and  if  allocated 
is  spread  over  all  units  of  traffic.  A  conventional  station 
plan  for  a  small  traffic  point  serving  property  only,  could 
only  allocate  its  costs  over  the  freight  traffic  and  thus 
would  have  to  secure  a  freight  volume  approaching  the  to¬ 
tal  traffic  of  the  multiple-service  carrier  to  have  compar¬ 
able  unit  costs. 
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The  attainment  of  total  traffic  by  the  property-only  car¬ 
rier  on  a  competitive  route  basis  appears  doubtful.  Rates, 
schedule  frequency,  sales  effort,  and  service  can  be  con¬ 
sidered  as  determinative  of  competitive  volume  to 
23002  be  achieved.  And  on  the  item  of  leading  importance, 
rates,  with  a  possible  added  cost  base,  the  multiple- 
service  carrier  would  have  a  positive  advantage. 

The  demand  point  concept,  on  the  other  hand,  appears  to 
allow  the  property-only  carrier  a  good  competitive  cost 
position.  In  the  first  place  the  minimum  traffic  requirement 
assures  that  a  stop  will  not  be  made  when  traffic  would  be 
inadequate  to  pay  its  own  way.  The  multiple-service  car¬ 
rier  must  make  its  scheduled  stops,  profitable  or  otherwise. 
In  many  cases,  a  load  exceeding  1,000  pounds  could  not  be 
placed  aboard  combination  equipment  and  would  require 
a  stop  by  an  all-cargo  plane.  The  operational  handling  of 
such  bulk  traffic  would  then  be  the  same  for  either  type 
carrier.  As  to  station  costs,  the  multiple-service  carrier 
might  still  be  able  to  operate  without  additional  personnel 
or  facilities,  but  the  point  becomes  more  doubtful  as  ship¬ 
ment  size  increases.  Here,  through  the  contract  arrange¬ 
ment  for  ground  services  the  property-only  carrier  will 
also  realize  some  “added  cost1’  economy  since  its  agent  will 
receive  payment  only  for  services  rendered.  But  even  as¬ 
suming  equality  of  costs  and  rates  at  these  points  between 
such  operators  the  multiple-service  carrier  would  doubtless 
get  its  full  share  of  the  traffic  over  competitive  routes  by 
virtue  of  its  carriage  of  the  small  as  well  as  the  large 
shipments. 

Comparative  cost  considerations  up  to  this  point  have 
been  limited  to  competitive  routes.  In  this  situation,  if  a 
cost  advantage  exists,  it  is  small  and  in  favor  of  the  mul¬ 
tiple-service  carrier.  But  no  proposal  in  the  proceeding  is 
entirely  competitive  with  one  multiple-service  carrier.  All 
propose  some  new  one-carrier  service;  several  propose  a 
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substantial  amount,  including  points  not  presently  certifi¬ 
cated. 

23003  In  many  specific  instances  herein,  a  proposed  one- 
carrier  service  between  two  points  will  realize  a 

mileage  advantage  over  the  most  direct  two-carrier  con¬ 
necting  service  presently  available.  It  therefore  follows 
that  additional  comparative  cost  factors  are  present  in  the 
ground  handling  required  at  the  junction  point  of  the  two- 
carrier  service  and  in  any  extra  mileage  involved  in  the 
connecting  service.  For  the  most  part  route  junction  points 
are  the  major  or  relatively  large  traffic  centers.  In  the 
previous  analysis  it  was  found  that  the  added  cost  argu¬ 
ment  in  terms  of  station  personnel  appeared  valid  for  small 
traffic  points,  but  not  for  large  ones.  The  cost  of  unloading, 
ground  movement,  and  reloading  at  the  junction  point 
accordingly  becomes  an  additional  cost  in  the  two-carrier 
movement.  Accepting,  for  the  purpose  of  analysis,  a  rate 
of  50  cents  per  hundred  pounds  for  this  transfer,  as  was 
indicated  reasonable  for  terminal  pick-up  or  delivery,  it 
w^ould  show  an  additional  1  cent  a  ton-mile  on  a  1,000-pound 
shipment  moving  1,000  miles.  Other  minor  charges  would 
also  accrue  to  the  two-carrier  handling  in  determining  and 
handling  the  interline  credits.  These  considerations  may 
give  the  competitive  cost  edge  to  the  applicants  in  cases 
where  they  are  proposing  a  first  one-carrier  service.  Where 
the  one-carrier  mileage  would  be  appreciably  less  than  for 
the  two-carrier  routing  that  result  would  be  certain. 

Heretofore,  in  evaluating  the  merits  of  the  added  cost 
argument  only  general  terms  were  used  to  indicate  possible 
cost  advantage  in  particular  situations.  In  each  such  con¬ 
sideration  no  attempt  was  made  to  reduce  that  cost  advan¬ 
tage  to  specific  amounts.  Evidence  of  record  is  inadequate 
for  that  purpose.  However,  an  informative  over-all  evalua¬ 
tion  of  the  added  cost  theory  in  future  freight  operations 
can  be  approximated  in  terms  of  cents  per  ton  mile  as  is 
illustrated  in  the  following: 

23004  American  projected  its  annual  cargo  capacity  in 
combination  and  all-cargo  planes  at  119,500,000  ton- 
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miles.  Eliminating  the  all-cargo  capacity  projected  for  all 
types  of  aircraft  and  the  combination  plane  cargo  capacity 
of  Republic  Rainbows,  which  were  on  order  but  have  since 
been  cancelled,  reduces  that  projected  figure  to  53,600,000 
ton-miles  in  combination  equipment.  American  expanded 
that  projection  five  times  to  cover  the  industry,  which  would 
indicate  a  multiple-service  carrier,  total  cargo  capacity  of 
268,000,000  ton-miles.  American’s  derivation  of  the  basic 
figure  assumed  that  2/3  of  available  excess  capacity  on 
combination  flights  would  be  used  for  mail  or  would  be 
unsuitable  for  cargo  because  of  the  time  of  operation.  Of 
the  remaining  1/3,  it  estimated  an  average  utilization  for 
cargo  of  50  percent. 

California  Eastern,  on  the  other  hand,  analyzed  certain 
of  the  Board’s  reports  of  the  certificated  carriers  to  de¬ 
termine  the  utilization  actually  realized  of  available  cargo 
space  in  combination  equipment.  Data  for  the  so-called 
“Big  Four”  carriers  for  the  first  three  months  of  1946 
showed  approximately  15  percent  utilization  of  such  space. 
This  is  well  below  American’s  50-percent  estimate  of  utili¬ 
zation,  but  actually  the  two  percentages  are  not  on  a  com¬ 
parable  base.  American  first  eliminated  from  its  base  cer¬ 
tain  excess  capacity  on  flights  not  well  timed  for  carrying 
freight  If  such  space  represents  1/3  of  available  excess 
capacity  then  American's  estimate  of  utilization  of  all  space 
over  that  required  for  passengers,  baggage,  and  mail  be¬ 
comes  25  percent  instead  of  50  percent.  For  purposes  of  this 
discussion  California  Eastern’s  analysis,  showing  15  per¬ 
cent,  and  the  25-percent  figure  deduced  from  American’s 
data  can  be  compromised  at  20  percent.  This  would  then 
represent  an  annual  carriage  by  the  multiple-service  car¬ 
riers  in  combination  aircraft  of  approximately  215 
23005  million  ton-miles  of  cargo  traffic.  But  this  latter 
amount  represents  both  express  and  freight.  Limit¬ 
ing  this  study  to  freight  requires  that  express  be  deducted 


505 


Examiners’  Report  Docket  810 

from  that  figure.  Domestic  express  traffic  in  1946  exceeded 
23  million  ton-miles.  Assuming  some  additional  traffic  total¬ 
ing  about  25  million  ton-miles  would  leave  180  million  ton- 
miles  of  freight  to  be  carried  on  passenger  schedules.  This 
would  represent  18  percent  of  a  total  annual  traffic  of  1 
billion  ton-miles,  which  was  previously  estimated  to  move 
at  a  cost  of  about  14  cents  a  ton-mile,  on  an  airport-to- 
airport  basis. 

In  another  illustration  relating  to  costs  American  esti¬ 
mated  the  added  cost  of  carrying  freight  in  combination 
planes  at  2.1  cents  a  ton-mile.  If,  then,  the  above  18  percent 
of  annual  traffic  -would  cost  2.1  cents  a  ton-mile  to  move, 
and  the  remainder  14  cents  a  ton-mile,  the  average  cost  of 
all  movement  would  become  approximately  11.9  cents  a 
ton-mile.  While  such  a  reduction  of  costs  attributable  to 
carrying  freight  in  combination  equipment  on  an  added 
cost  theory  is  no  inconsequential,  it  must  be  viewed  as  a 
maximum.  The  low  figure  presented  by  American,  i.e.,  2.1 
cents  a  ton-mile,  as  the  added  cost  of  carrying  freight  in 
combination  planes  might  be  successfully  challenged.  As 
to  the  compromise  figure  of  20  percent  utilization  of  com¬ 
bination  plane  space  in  future  freight  operations,  it  ap¬ 
pears  doubtful  that  any  appreciable  use  of  such  space  will 
be  made  for  the  carriage  of  freight,  as  distinct  from  express 
and  mail,  at  such  time  as  segregation  of  freight  and  pas¬ 
senger  operations  becomes  prevalent  at  major  cities.  Again, 
the  added  cost  theory  places  a  unique  value  on  the  move¬ 
ment  of  a  particular  piece  of  f eight  in  the  combination 
plane.  Most  of  the  certificated  carriers  are  currently  oper¬ 
ating,  or  anticipating  the  operation  of  all-cargo 
23006  schedules.  Until  load  factors  on  such  flights  exceed 
72  percent  it  would  appear  that  the  previously  in¬ 
dicated  18  percent  of  total  freight  which  could  be  accom¬ 
modated  on  combination  equipment  could  equally  well  be 
hauled  on  the  all-cargo  schedules.  It  -would  be  absurd  to 
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contend  that  on  such  schedules  all  cargo  up  to  a  certain 
load  factor  should  pay  its  own  way,  and  thereafter  any 
additional  load  should  be  assessed  only  on  an  added  cost 
basis. 

The  foregoing  illustrations  serve  merely  to  indicate  that 
the  arguments  advanced  by  the  proponents  of  the  added 
cost  and  allocated  cost  theories  are  at  best  not  conclusive. 
In  any  event,  it  should  be  noted  that  questions  relating  to 
cost  allocation  will  doubtless  arise  in  future  rate  proceed¬ 
ings  under  sections  404,  406,  and  1002  of  the  Act,  and  in 
which  questions  of  proper  cost  allocation  will  be  more  defi¬ 
nitely  determined.  Moreover,  comparative  cost  considera¬ 
tions  are  but  one  aspect  of  the  public  convenience  and 
necessity  involved  in  the  services  here  proposed. 

Demand  service. — The  proponents  of  area  or  “demand” 
service  have  introduced  certain  new  concepts  as  to  the  type 
of  operation  that  is  required  to  serve  the  interests  of  ship¬ 
pers  of  air  freight.  Those  proposals  contemplate  stops  at 
certain  points  only  when  required  to  serve  some  stated 
minimum  amount  of  traffic. 

For  present  purposes  “seasonal”  service  will  be  treated 
as  demand  service.  While  the  applicants  proposing  season¬ 
al  service  have  not  indicated  that  a  minimum  load  will  be 
required  for  a  seasonal  stop,  neither  have  they  committed 
themselves  to  specific  dates  establishing  the  season  for 
various  points.  They  submit  that  harvesting  seasons  for 
agricultural  perishables  vary  somewhat  from  year  to  year, 
and  hence  no  fixed  dates  can  be  established — in  other  words, 
they  desire  to  serve  the  seasonal  shippers  only  when  the 
demand  justifies  the  stop.  The  only  difference  then  between 
their  seasonal  and  demand  service  concept  is  in 
23007  the  relative  concentration  of  demand.  For  the  sea¬ 
sonal  operation  demand  would  be  concentrated  in 
a  small  part  of  the  year;  in  what  is  labeled  a  demand  service 
the  demand  would  be  of  varying  frequency  throughout  the 
year. 
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Demand  service  to  a  point  not  otherwise  receiving  ser¬ 
vice  would  obviously  serve  the  interests  of  a  shipper  who 
could  meet  the  minimum  shipment  'weight  requirements. 
The  service  is  not  designed  to  accommodate  the  person 
having  smaller  packages  to  ship,  though  in  such  a  case  a 
shipper  might  still  find  that  payment  for  the  minimum 
shipment  weight  would  be  justified  for  shipments  weighing 
considerably  less  when  air  freight  and  air  express  charges 
are  compared.  While  the  record  is  not  extensive  as  to  speci¬ 
fic  points,  presently  uncertificated,  that  would  benefit  from 
demand  service,  past  operations  of  the  applicants  have 
indicated  that  there  are  a  substantial  number  of  such  points. 

Service  on  demand  to  certain  presently  certificated  points 
might  well  be  a  superior  service  for  the  shipper  when  it 
offers  a  one-carrier  sendee  as  against  a  connecting  service 
by  the  multiple-service  carriers.  On  the  other  hand,  if  the 
rates  were  equal  and  the  connecting  service  satisfactory 
the  multiple-service  carrier  might  realize  a  competitive 
advantage  by  reason  of  the  regularity  of  flights  and  by 
virtue  of  carrying  the  small  as  well  as  the  large  shipments. 

The  problems  attendant  upon  demand  sendee  have  been 
recognized  by  the  applicants  proposing  it.  Arrangements 
for  station  representation  and  ground  handling  of  ship¬ 
ments  will  be  by  contract  with  a  local  trucker,  fixed-base 
operator,  or  freight  forwarded.  Such  arrangements  will 
call  for  efficient  administration  to  insure  a  satisfactory 
service,  but  otherwise  appear  sound  as  an  attempt 
23008  to  keep  expenses  down  at  points  of  low  schedule 
frequency.  Reservations  pocedures  will  not  differ 
because  of  demand  service.  Scheduling  and  routing  of 
equipment  may  be  slightly  complicated,  but  this  should 
present  no  greater  difficulties  than  those  occasioned  per¬ 
iodically  by  bad  weather. 

The  need  for  rigid  scheduling  of  flights  in  air  freight 
service  does  not  appear  to  be  as  great  as  in  passenger 
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operations.  Except  for  perishables,  freight  can  wait  at  the 
enplaning  point  for  hours  without  detriment  to  the  service 
rendered  so  long  as  delivery  is  made  on  schedule.  More 
specifically,  a  shipper  desiring  next  morning  delivery  will 
probably  move  the  item  out  of  his  plant  toward  the  close  of 
the  normal  working  day.  If  it  remains  at  the  airport  for 
example  from  5:00  p.m.  to  11:00  p.m.  before  take-off,  or  if 
the  elapsed  flight  time  is  6  hours  or  10  hours,  it  is  immater¬ 
ial  so  long  as  the  delivery  commitment  is  met.  Thus,  air 
freight  schedules  which  merely  specify  a  destination  ar¬ 
rival  time  based  upon  a  closing  hour  for  receipt  of  ship¬ 
ments  at  the  originating  terminal  appear  practical.  Adding 
a  demand  stop  or  two  on  a  given  flight  would  require  only 
an  earlier  departure  time,  which  could  still  be  after  the 
specified  closing  hour.  Efficient  operations  at  demand  points 
where  shipments  were  being  handled  by  a  contract  agent 
would  require  that  he  be  given  a  definite  time  for  the  flight 
arrival  at  that  point.  However,  that  information  could  be 
given  at  the  time  that  the  reservation  for  demand  service 
was  made  or  reasonably  prior  to  flight  departure. 

In  the  case  of  perishable  shipments  arrangements  would 
have  to  be  somewhat  more  exact.  Either  flight  arrival  and 
departure  times  would  have  to  be  specific,  or  appropriate 
storage  facilities  would  be  required.  Where  such  traffic  is 
relatively  small  the  tighter  scheduling  would  appear  pos¬ 
sible  at  the  time  of  making  the  reservation.  At  heavier 
traffic  points  warehouse  facilities  would  probably  be  re¬ 
quired. 

23009  The  problems  accompanying  demand  service, 
while  requiring  some  increased  administrative  and 
operational  planning,  do  not  appear  insurmountable.  The 
concept  seems  adaptable  to  a  property-only  service  and  to 
offer  opportunity  for  an  improved  service  for  shippers  at 
points  where  the  need  for  air  freight  service  is  not  con¬ 
sistent  as  to  frequency. 
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That  the  demand  service  proposed  is  a  common  carrier 
service  can  not  be  seriously  questioned.  The  carrier,  if 
authorized  to  serve  a  defined  area,  would  in  effect  hold  out 
a  continuing  offer  to  carry  to  or  from  any  other  authorized 
point  any  shipment  meeting  the  tariff  minimum  weight  re¬ 
quirement  upon  demand.  Acceptance  of  that  offer  by  the 
shipper  would  create  the  obligation  of  rendering  service. 
For  failure  to  satisfy  that  obligation  there  are  adequate 
remedies  available. 

The  fact  that  the  demand  service  concept  is  accompanied 
by  a  minimum  traffic  requirement  for  making  a  stop  does 
not  affect  its  status  as  common  carriage.  Actually  the  re¬ 
quirement  is  not  one  of  minimum  traffic,  but  rather  of  pay¬ 
ment  for  a  minimum  load.  Thus  the  requirement  is  not  that 
a  shipper  deliver  a  minimum  of  1,000  pounds,  but  only  that 
he  pay  the  tariff  charges  for  such  a  weight.  The  stop  would 
be  made  for  a  500  or,  to  be  extreme,  a  1-pound  shipment,  if 
the  shipper  sawT  fit  to  pay  the  1,000-pound  charge.  Charges 
based  upon  minimum  weights  of  25  to  100  pounds  are  com¬ 
mon  in  the  current  air  freight  and  air  express  tariffs  of  the 
certificated  carriers.  The  minimum  weight  variation  is  a 
matter  of  degree  and  not  one  of  principle. 

Diversion. — Each  of  the  carrier  interveners  has  main¬ 
tained  that  certification  of  any  applicant  along  its  routes 
will  result  in  a  serious  diversion  of  traffic,  which  will  in  turn 
increase  the  carriers’  financial  dependence  upon  the  Gov¬ 
ernment  in  the  form  of  mail  pay.  But  facts  of  record 
23010  do  not  appear  to  support  this  allegation.  Air  freight 
traffic  carried  by  the  certificated  carriers  has  been 
developed  in  the  face  of  strong  competition  from  many  of 
the  applicants  herein.  The  chart  of  that  traffic  growth  on 
page  and  the  following  data  show  that  air  freight  is  a 
fast  growing  contributor  to  total  traffic  and  revenue  for 
these  carriers. 


Air  freight  revenue  as  __  Air  freight  and  air  express  revenue 

a  percentage  of  total  revenue  as  a  percentage  of  total  revenue 

2nd  half  1st  half  2nd  half  1st  half  2nd  half  1st  half  2nd  half  1st  half 
Carrier  1945  1946  1946  1947  1945  1946  1946  1947 
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Includes  the  intervening  airlines  listed  above  and  also  Inland,  Northeast,  and  PCA. 
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23012  While  certification  of  one  or  more  of  the  appli¬ 
cants  would  doubtless  mean  increased  activity  by 

that  carrier  or  carriers,  it  should  be  pointed  out  that  the 
majority  of  the  applicants  are  now  operating  by  reason  of 
the  Board’s  exemption  order  as  scheduled  common  carriers 
between  the  major  points  for  which  certification  is  sought. 
Authority  to  serve  additional  points  and  an  improved  po: 
sition  for  raising  expansion  capital  would  be  the  prime 
benefits  to  these  applicants  in  the  event  of  certification. 
With  expanded  operations  following  certification  the  suc¬ 
cessful  applicants  might  well  carry  a  larger  share  of  the 
total  air  freight  traffic.  But  that  total  traffic  is  growing 
rapidly  and  carriage  of  a  larger  share  by  a  few*  carriers 
would  be  the  result  of  a  greater  penetration  of  the  over-all 
potential  traffic  and  would  not  necessarily  mean  diversion 
from  others.  Moreover,  should  the  potential  air  freight 
traffic  be  completely,  or  even  substantially  realized,  there 
remains  little  doubt  but  that  it  would  materially  contribute 
to  the  economic  sufficiency  of  not  only  the  property -only 
carriers  but  to  the  multiple-service  carriers  as  well. 

The  arguments  of  the  carrier  interveners  relating  to  di¬ 
version  sound  more  forceful  when  directed  toward  the  point 
of  deferring  competition  for  air  freight  traffic  so  that  the 
existing  carriers  can  improve  their  relative  economic  po¬ 
sition.  Since  the  end  of  the  war  each  of  the  permanently 
certificated  carriers  except  American  has  sought  an  in¬ 
creased  mail  rate.  Each  of  them  has  increased  pas- 

23013  senger  fares  substantially.  Charges  for  the  car¬ 
riage  of  air  freight  are  the  only  items  w’hich  have 

been  reduced  by  these  carriers  in  this  period.  Without  the 
stimulus  of  the  competition  provided  by  the  operating  ap¬ 
plicants,  air  freight  service  initiated  by  the  intervening 
airlines  since  the  war  would  doubtless  have  been  at  rates 
lowTer  than  those  for  air  express.  But  it  appears  equally 
certain  that  they  would  not  have  reached  their  present  low’ 
level  without  that  competition. 
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The  public  interest  is  concerned  under  the  Act  with  the 
attainment  of  sound  economic  conditions  in  air  transporta¬ 
tion.  It  follows  from  the  earlier  finding  as  to  future  poten¬ 
tial  in  air  freight  that  a  reservation  of  the  field  for  the 
present  carriers  would  add  a  considerable  traffic  volume  as 
a  source  of  additional  revenue.  But  whether  such  action 

would  materiallv  assist  those  carriers  most  in  need  of  ad- 
* 

ditional  revenue  is  questionable.  Freight  traffic  carried  to 
date  by  the  certificated  carriers  indicates  generally  that  the 
major  ones  have  increased  revenues  through  air  freight 
much  more  rapidly  than  the  carriers  with  less  extensive 
systems.  And  the  latter  group,  again  generally,  is  the  one 
farthest  from  economic  self-sufficiency.  With  the  present 
route  structures,  segments  of  which  are  competitive  be¬ 
tween  large  and  small  carriers  thus  exerting  economic 
pressure  for  competitive  rates,  it  appears  less  than  proba¬ 
ble  that  the  smaller  carrier  would  improve  its  economic 
position  through  reservation  of  the  freight  traffic  or  that 
it  would  result  in  any  less  dependence  upon  the  Govern¬ 
ment  for  mail  pay  assistance. 

National  defense  interests. — Several  applicants  intro¬ 
duced  statements  made  by  high  officials  in  military  and 
civilian  transport  services  emphasizing  the  national  de¬ 
fense  need  for  an  operating  fleet  of  transport  aircraft  many 
times  as  great  as  that  presently  in  use  by  the  certificated 
airlines.  They  contend  that  their  certification  as  air  freight 
carriers  will  contribute  substantially  toward  that 
23014  goal. 

It  may  be  conceded  that  the  national  defense  will 
be  best  served  by  maintenance  of  transport  air  services  on 
the  largest  practicable  scale.  This  factor  alone,  however, 
does  not  favor  certification  of  the  applicants.  No  air  car¬ 
rier  can  for  long  maintain  a  fleet  of  planes  larger  than  re¬ 
quired  for  handling  the  traffic  available.  And  the  competi¬ 
tive  split  of  traffic,  both  air  and  surface,  and  the  rate  of  de- 
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velopment  of  the  total  air  freight  potential  will  in  turn  de¬ 
pend  upon  rate  comparisons  between  carriers  in  air  and 
other  forms  of  transportation.  The  national  defense  in¬ 
terest  then  will  apparently  be  best  served  by  that  carrier 
that  can  offer  the  service  best  suited  to  the  domestic  com¬ 
merce — the  most  efficient  and  economical  service. 

In  view  of  the  findings  hereinafter  set  out,  which  are  in 
agreement  with  the  proposition  that  additional  carriers 
specializing  in  the  hauling  of  property  only  offer  greater 
promise  in  the  development  of  a  substantial  commerce  in 
air  freight  than  do  the  existing  carriers,  it  must  be  con¬ 
cluded  that  the  national  defense  interests  will  be  similarly 
served  to  a  greater  extent. 

The  postal  service. — While  the  Post  Office  Department 
is  not  a  formal  party  to  this  proceeding,  the  official  position 
of  the  Department  was  expressed  by  Mr.  Roy  M.  Martin, 
Under  Second  Assistant  Postmaster  General,  as  a  witness 
presented  by  public  counsel.  In  general,  the  Post  Office 
Department  neither  opposes  nor  supports  any  applicant  in 
the  case.  It  was  indicated  that  the  postal  service  could  not 
utilize  air  transportation  for  the  carriage  of  mail  on  ir¬ 
regular  flight  frequencies  such  as  are  inherent  in  the  pro¬ 
posals  for  demand  and  seasonal  service.  Since  the  war  the 
Department’s  experience  has  been  that  mail  is  best  hand¬ 
led  on  the  passenger  carrying  flights  of  the  certificated 
carriers,  in  preference  to  their  all-cargo  flights. 
23015  Frequent  excessive  loading  time,  stops  at  non-sched- 
uled’points  and  an  inferior  priority  for  loading  and 
unloading  of  the  all-cargo  flights  were  stated  as  reasons 
for  preferring  the  passenger  schedules  for  mail  movement. 

The  Post  Office  Department  did  not  attempt-  to  evaluate 
or  pass  upon  the  merits  of  any  application  proposing  com¬ 
petition  between  points  presently  served.  But  generally  the 
interests  of  the  Department  were  stated  to  be  in  the  exten¬ 
sion  of  air  mail  service  to  new  points  and  in  seeing  certifi- 
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cated  carriers  attain  economic  and  financial  self-sufficiency 
to  make  possible  reductions  in  air  mail  payments. 

The  type  of  air  freight  operation  that  is  recommended  for 
certification  for  an  experimental  period  does  not  appear 
suited  to  the  carriage  of  mail  except  as  between  major 
points  that  would  receive  service  on  schedules  of  uniform 
frequency.  And  between  those  points  an  adequate  service 
of  high  frequency  is  already  provided  for  carriage  of  mail 
by  the  present  airlines.  The  applicants  have  uniformly  sig¬ 
nified  their  willingness  to  conduct  the  operations  proposed 
on  a  property-only  basis.  It  will  be  recommended  accord¬ 
ingly  that  initial  authorizations  be  limited  to  the  carriage 
of  property  only. 

Summary. — A  review  of  all  of  the  foregoing  leads  to  the 
conclusion  that  there  exists  a  public  need  for  additional 
carriers,  at  least  on  an  experimental  or  temporary  basis, 
who  "will  specialize  in  the  hauling  of  property  only.  This 
conclusion  is  buttressed  by  the  fact  that  there  appears  to 
be  a  sufficient  over-all  potential  traffic,  and  that  certain 
definite  public  benefits  will  flow  as  a  result  of  such  authori¬ 
zations.  In  the  concentration  on  one  type  of  traffic  the  pos¬ 
sibilities  for  greater  economies  cannot  be  overlooked.  These 
appear  not  only  in  operations  but  in  administration 
23016  and  customer  contact  as  well.  The  possibilities 
inherent  in  such  specialized  service  rest  upon  the 
general  and  accepted  theory  that  a  person  concentrating 
his  efforts  on  a  limited  field  can  do  a  more  efficient  job  than 
one  who  must  be  concerned  with  additional  subjects.  It  is 
of  course  recognized  that  the  realization  of  these  advan¬ 
tages  depends  upon  over-all  managerial  efficiency  which,  by 
its  presence  or  absence,  may  well  tip  the  balance. 

The  Board  recognized  and  followed  this  philosophy  with 
respect  to  local  feeder  services  and  in  its  very  first  opinion 
stated  :93 


93  Kocky  Mountain  States  Air  Service,  6  C.  A.  B.  695,  737  (1946). 
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“Greater  effort  and  the  exercise  of  managerial  ingenu¬ 
ity  may  be  expected  from  an  independent  local  opera¬ 
tor  whose  continuation  in  the  air  transportation  busi¬ 
ness  will  be  dependent  upon  the  successful  develop¬ 
ment  of  traffic  on  the  routes  and  the  operation  of  the 
service  on  an  adequate  and  an  ecomonical  basis.” 

The  situation  presented  here  is  analogous  and  the  reason¬ 
ing  advanced  by  the  Board  in  the  above  case  would  appear 
to  be  even  more  applicable.  The  local  feeder  operators  are 
supported  to  a  very  substantial  extent  by  mail  pay  sub¬ 
sidies  from  the  Government.  In  the  instant  case  the  car¬ 
riers  selected  will  not  be  authorized  to  carry  mail  and  will 
of  course  receive  no  compensation  from  the  public  trea¬ 
sury  for  their  efforts.  Under  the  circumstances,  it  would 
seem  that  where  the  very  existence  of  the  all-cargo  carrier 
is  at  stake  it  would  be  a  much  more  vital  matter  to  exercise 
greater  efforts  in  order  to  attain  and  retain  a  volume  of 
traffic  that  would  insure  economic  operations  than  would  be 
the  case  where  a  multiple-service  carrier  could  look  to  other 
sources  for  needed  revenues. 

Duration  of  certificates . — There  is  no  question  but  that 
the  development  of  an  all-freight  air  transportation  system 
is  still  in  the  experimental  stage.  The  estimates  of 
23017  future  traffic  are  made  up  in  large  part  of  historical 
data  which  experience  may  show  are  not  applicable 
to  air  cargo  operations,  and  are  tempered  by  almost  un¬ 
bounded  enthusiasm,  energy,  and  optimism  on  the  part  of 
the  proponents  of  this  type  of  service.  It  is,  in  any  event, 
apparent  that  the  estimates  of  air  freight  potential  cannot 
be  reduced  to  a  mathematical  certainty.  The  possibility 
that  the  experiment  will  result  in  a  division  of  cargo  traffic 
between  the  all-property  carriers  and  the  multiple-service 
carriers,  which  will  not  permit  economic  operations  by 
either  type  of  carrier,  must  be  recognized.  While  it  has 
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been  found  that  the  over-all  considerations  relating  to  the 
public  convenience  and  necessity  require  experimental  au¬ 
thorization  to  test  the  promise  of  more  economical  air 
freight  carriage,  it  would  obviously  not  be  in  the  public 
interest  to  encourage  an  all-property  service  if  the  end 
result  required  the  Government  to  substantially  increase 
its  mail  payments  to  the  existing  certificated  carriers. 

In  the  local  feeder  service  investigation  the  Board  took 
cognizance  of  this  fact  and  said:94 

“Needless  to  say,  we  have  an  obligation  to  avoid  the 
adoption  of  any  ill-considered  policy  with  respect  to  a 
general  expansion  of  air  services  that  would  endanger 
the  results  thus  far  achieved  under  the  enlightened 
national  policy  established  by  that  Act.” 

In  view  of  the  above  and  the  many  imponderables  inherent 
in  any  type  of  experiment,  it  will  be  recommended  that  the 
certificates  to  be  issued  for  all  property  operations  be  limit¬ 
ed  to  a  temporary  period.  Practically  all  of  the  applicants 
herein  have  had  at  least  2  or  more  years’  operating  experi¬ 
ence.  An  additional  3  years  will  reflect  the  result  of  5 
years’  operations  which  should  be  sufficient  to  measure  the 
worth  of  the  service.  It  will  accordingly  be  recom- 
23018  mended  that  the  certificates  be  so  limited  to  a 
period  of  3  years. 

Legality  of  the  Proposed  Area  Certificates 

A  matter  of  vital  concern  herein  arises  with  respect  to 
a  question  relating  to  the  Board’s  authority  to  issue  so- 
called  “area  certificates”.  The  various  applications  seek  in 
general  to  conduct  three  distinctly  different  types  of  opera¬ 
tions.  Several  seek  certificates  to  operate  routes  of  the 
standard  linear  type  in  which  both  terminal  and  intermedi¬ 
ate  points  are  named  and  regularly  scheduled  service  for 


94  Local,  Feeder,  and  Pick  up  Air  Service ,  6  C.  A.  B.  1,  3  (1944). 
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each  is  contemplated.  Others  request  certificates  authoriz¬ 
ing  service  between  terminal  and  coterminal  points  and  cer¬ 
tain  named  intermediate  cities  located  in  geographic  areas 
and  to  which  service  is  proposed  on  an  irregularly  sched¬ 
uled  basis.  The  third  class  requests  authority  to  conduct 
operations  that  are  based  upon  an  area  concept  and  which 
involves  service  to  unspecified  terminal  and  intermediate 
points  between  stipulated  areas. 

Section  1(21)  of  the  Act  describes  air  transportation, 
whether  it  be  interstate,  overseas  or  foreign,  as  the  “car¬ 
riage  by  aircraft  of  persons  or  property  as  a  common  car¬ 
rier  for  compensation  or  hire  *  *  Vw  The  term  “common 
carrier”  has  been  defined  by  the  Board  in  an  intro- 
23019  ductory  note  in  part  42  of  the  Civil  Air  Regulations 
as  follows: 

“  #  *  •  One  who,  as  a  regular  business,  undertakes  for 
hire  to  carry  such  persons  as  may  apply,  or  such  prop¬ 
erty  as  may  be  offered,  so  long  as  capacity  is  available. 
The  fact  that  the  operation  is  not  scheduled  and  is  not 
confined  to  fixed  terminals  or  specific  routes,  does  not 

95  “  ‘Interstate  air  transportation’,  ‘overseas  air  transportation’,  and 
‘foreign  air  transportation’,  respectively,  mean  the  carriage  by  aircraft  of 
persons  or  property  as  a  common  carrier  for  compensation  or  hire  or  the 
carriage  of  mail  by  aircraft,  in  commerce  between,  respectively — 

(a)  a  place  in  any  State  of  the  United  States,  or  the  District  of  Columbia, 
and  a  place  in  any  other  State  of  the  United  States,  or  the  District  of 
Columbia;  or  between  places  in  the  same  State  of  the  United  States  through 
the  air  space  over  any  place  outside  thereof;  or  between  places  in  the  same 
Territory  or  possession  (except  the  Philippine  Islands)  of  the  United  States, 
or  the  District  of  Columbia;  *  *  # 

(b)  a  place  in  any  State  of  the  United  States,  or  the  District  of  Columbia, 

and  any  place  in  a  Territory  or  possession  of  the  United  States;  or  be¬ 
tween  a  place  in  a  Territory  or  possession  of  the  United  States,  and  a 

place*  in  any  other  Territory  or  possession  of  the  United  States;  and 

(c)  a  place  in  the  United  States  and  any  place  outside  thereof,  whether 

such  commerce  moves  wholly  by  aircraft  or  partly  by  aircraft  and  partly 
by  other  forms  of  transportation.” 
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prevent  the  operation  from  falling  within  the  classi¬ 
fication  of  common  carrier,  *  * 

From  the  foregoing,  it  is  apparent  that  common  carrier 
operations  include  both  scheduled  and  nonscheduled  air 
transportation  and  that  the  Board  is  empowered  to  regu¬ 
late  both  types.  This  regulation  generally  takes  two  forms 
— (1)  the  requirement  of  procuring  a  certificate  of  public 
convenience  and  necessity  or  foreign  air  carrier  permit 
under  sections  401  and  402  of  the  Act,  and  (2)  the  issuance 
of  an  exemption  order  or  regulation  under  section  416(b) 
which  dispenses  with  the  necessity  of  compliance  with  sec¬ 
tions  401  and  402,  in  cases  where  such  a  requirement  would 
be  “an  undue  burden  on  such  air  carrier  or  class  of  air  car¬ 
riers  by  reason  of  the  limited  extent  of,  or  unusual  circum¬ 
stances  affecting,  the  operations  of  such  air  carrier  or  class 
of  air  carriers  and  is  not  in  the  public  interest.” 

The  question  is  now  reduced  to  a  consideration  of  wheth¬ 
er  a  so-called  area  certificate  falls  within  the  category  de¬ 
scribed  in  section  401(f)  of  the  Act  or  whether  authority 
for  such  a  certificate  may  be  found,  if  at  all,  in  the  exemp¬ 
tion  provision — section  416  of  the  Act.  The  terms  and  con¬ 
ditions  of  certificates  issued  under  section  401  are  described 
in  section  401(f)  as  follows: 

“Each  certificate  issued  under  this  section  shall  specify 
the  terminal  points  and  intermediate  points ,  if  any , 
between  which  the  air  carrier  is  authorized  to  engage 
in  air  transportation  and  the  service  to  be  rendered; 
and  there  shall  be  attached  to  the  exercise  of  the  privi¬ 
leges  granted  by  the  certificate,  or  amendment  thereto, 
such  reasonable  terms,  conditions,  and  limitations  as 
the  public  interest  may  require.  A  certificate  issued 
under  this  section  to  engage  in  foreign  air  transporta¬ 
tion  shall,  insofar  as  the  operation  is  to  take  place 
without  the  United  States,  designate  the  terminal  and 
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intermediate  points  only  insofar  as  the  Authority  shall 
deem  practicable,  and  otherwise  shall  designate 
23020  only  the  general  route  or  routes  to  be  followed. 

Any  air  carrier  holding  a  certificate  for  foreign 
air  transportation  shall  be  authorized  to  handle  and 
transport  mail  of  countries  other  than  the  United 
States.  No  term,  condition,  or  limitation  of  a  certifi¬ 
cate  shall  restrict  the  right  of  an  air  carrier  to  add  to 
or  change  schedules,  equipment,  accommodations,  and 
facilities  for  performing  the  authorized  transporta¬ 
tion  and  service  as  the  development  of  the  business  and 
the  demands  of  the  public  shall  require.  No  air  carrier 
shall  be  deemed  to  have  violated  any  term,  condition, 
or  limitation  of  its  certificate  by  landing  or  taking  off 
during  an  emergency  at  a  point  not  named  in  its  cer¬ 
tificate  or  by  operating  in  an  emergency,  under  regu¬ 
lations  which  may  be  prescribed  by  the  Authority,  be¬ 
tween  terminal  and  intermediate  points  other  than 
those  specified  in  its  certificate.  Any  air  carrier  may 
make  charter  trips  or  perform  any  other  special  ser¬ 
vice,  without  regard  to  the  points  named  in  its  certifi¬ 
cate,  under  regulations  prescribed  by  the  Authority.” 
(Italics  added). 

Public  counsel  contends  that  the  words  “if  any”  in  the 
underscored  section  modify  both  “terminal  points”  and 
“intermediate  points”.  Under  this  interpretation,  a  cer¬ 
tificate  could  be  issued  containing  neither  terminal  nor 
intermediate  points.  It  is  argued  that  if  the  intention  had 
been  to  have  the  words  “if  any”  refer  solely  to  “inter¬ 
mediate  points”,  it  would  have  been  unnecessary  to  place 
commas  around  the  modifying  phrase.  Thus,  the  sentence 
would  have  read  “shall  specify  the  terminal  points  and 
intermediate  points  if  any  between  which”  etc.  Such  lack 
of  punctuation,  however,  would  have  been  improper  since 
“if  any”  is  an  adjectival  phrase  in  apposition  to  one  or 
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more  nouns  and  consequently  should  be  separated  by  com¬ 
mas  from  the  noun  or  nouns  it  modifies.96  Or  else  a  comma 
should  have  been  placed  after  “terminal  points”  so  as  to 
set  off  by  commas  the  entire  phrase — “and  intermediate 
points  if  any." 

The  construction  urged  by  public  counsel  would  be  nat¬ 
ural  if  the  word  “points”  had  been  omitted  after  “terminal” 
in  the  subject  phrase  so  that  it  would  read  “terminal  and 
intermediate  points,  if  any”.  Indeed,  it  might  be  argued 
with  some  force  that  inasmuch  as  the  use  of  the 
23021  phrase  “terminal  and  intermediate  points,  if  any,” 
would  have  been  a  strong  indication  that  both  nouns 
were  tied  in  apposition  to  the  adjectival  phrase  “if  any”, 
the  inclusion  of  the  additional  word  “points”  after  “termi¬ 
nal”  is  evidence  of  an  intent  to  limit  the  “if  any”  phrase 
to  a  modification  of  “intermediate  points”  only.  Other¬ 
wise,  “points"  would  be  mere  surplusage — an  interpreta¬ 
tion  which  should  be  avoided.  Thus  “Courts  should  not 
interpret  a  statute  so  as  to  make  parts  of  it  surplusage 
unless  no  other  construction  is  reasonably  possible;  a  con¬ 
struction  which  would  render  a  section  or  clause  super¬ 
fluous  is  to  be  avoided.  While  Congress  may  express  itself 
tautologically  a  conclusion  or  interpretation  that  it  has 
done  so  is  to  be  avoided  if  fairly  possible.” 97 

It  may  also  be  argued  that  application  of  the  rule  of 
statutory  construction,  viz.,  “a  limiting  clause  is  to  be  re¬ 
strained  to  the  last  antecedent,  unless  the  subject  matter 
requires  a  different  construction” 08  would  necessitate  a 
holding  that  “if  any”  modifies  “intermediate  points”  only. 

In  any  event  much  of  the  above  argument  becomes  moot 
in  the  face  of  what  has  been  said  by  the  Supreme  Court 

in;  S.*e  “The  Preparation  of  Manuscripts”  by  Frank  Vizetelly  p.  45 
]Xibli.xke<]  bv  Funk  &  Wngnalls  1906  edition. 

97  Brantley  V.  Augusta  Ice  and  Coal  Co.,  52  F.  Supp.  158,  160  (1943). 

9#  Cushing  v.  IVorrick,  9  Gray  [Mass.]  382,  quoted  with  approval  in 
Puget  Sound  Electric  Ry.  et  al.  v.  Benson,  253  Fed.  710,  711  (1918). 
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with  respect  to  the  weight  to  be  accorded  punctuation  in 
determining  issues  relating  to  statutory7  construction.  The 
Court  in  U.  S .  v.  Shreveport  Grain  and  El.  Co.,  287  U.  S. 
77  (1932)  was  of  the  opinion  that  marks  of  punctuation 
are  not  decisive  of  an  issue  involving  statutory  construc¬ 
tion.  At  pages  82-83  of  its  opinion  the  Court  said : 

“Punctuation  marks  are  no  part  of  an  act.  To  deter¬ 
mine  the  intent  of  the  law,  the  court,  in  construing  a 
statute,  will  disregard  the  punctuation,  or  will  re¬ 
punctuate,  if  that  be  necessary,  in  order  to  arrive  at 
the  natural  meaning  of  the  words  employed  (citing 
authorities)”. 

23022  In  order  to  ascertain  the  “natural  meaning  of 
the  words  employed”  in  the  Act  it  is  necessary  to 
probe  into  its  legislative  history,  to  construe  other  provi¬ 
sions  of  the  Act  related  to  section  401(f),  and  to  analyze 
the  Board’s  decisions  interpreting  this  section. 

Legislative  history. — The  earlier  drafts  of  section  401(f) 
of  the  Act  were  patterned  after  section  208(a)  of  the  Motor 
Carrier  Act  of  1935  which  prescribes  the  words  of  a  certifi¬ 
cate  of  public  convenience  and  necessity  as  follows: 

“Any  certificate  issued  under  Section  206  or  207  shall 
specify  the  service  to  be  rendered  and  the  routes  over 
which,  the  fixed  termini,  if  any,  between  which,  and 
the  intermediate  and  off-route  points,  if  any,  at  which, 
and  in  case  of  operations  not  over  specified  routes  or 
between  fixed  termini,  the  territory  within  which,  the 
motor  carrier  is  authorized  to  operate  •  •  •  ”. 

Section  10(f)  of  S.  1332  introduced  January  22,  1935, 
(74th  Congress  1st  session),  by  Senator  McCarran,  pro¬ 
vided  as  follows:  “The  Commission,  shall  specify  *  *  * 
the  route  or  routes  over  which,  and  the  fixed  termini,  if 
any,  between  which  the  carrier  is  authorized  to  oper- 
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ate  •  *  *  This  section  applied  equally  to  interstate  as 
well  as  to  foreign  air  commerce.  In  June  of  1935,  Senator 
McCarran  introduced  S.  3027  (74th  Congress,  1st  Session) 
section  407(a)90  of  which  followed  almost  verbatim  the 
language  of  section  208(a)  of  the  Motor  Carrier  Act. 

In  July  1935,  Senator  Reynolds  submitted  an  amendment 
to  S.  3027,  section  405(e)  of  which  also  provided  for  an 
area  type  operation  in  the  following  language: 

23023  “Any  certificate  issued  under  this  section  to  an 
air  carrier  which  specifies  the  route  or  routes 
under  which  ( or,  in  case  of  operations  not  over  speci¬ 
fied  routes  or  between  fixed  termini,  the  territory 
within  which)  the  air  carrier  is  authorized  to  operate 
and  the  service  to  be  rendered  over  such  routes  or 
within  such  territory.” 

The  following  month  Senator  McCarran  introduced  S. 
3420  (74th  Congress,  1st  session)  section  405(e)  of  which 
followed  section  405(e)  of  S.  3027  with  the  addition  of  the 
following  proviso: 

“ Provided ,  that  in  any  certificate  issued  to  an  air  car¬ 
rier  engaged  in  the  transportation  of  passengers  or 
property  in  foreign  commerce,  the  requirement  as  to 
service  shall  cover  only  service  to  be  rendered  in  ter¬ 
ritory  subject  to  the  jurisdiction  of  the  United  States.” 

On  March  2,  1937,  Senator  McCarran  introduced  S.  2 
(75th  Congress,  1st.  session)  section  305(e)  of  which  was 
limited  to  interstate  commerce  and  read : 

“Any  certificate  issued  under  this  section  to  an  air 
carrier  shall  specify  the  route  or  routes  over  which  the 

!»y  -Any  certificate  issued  under  section  406  of  this  part  shall  specify 
the  service  to  be  rendered  and  the  routes  over  which,  the  fixed  termini,  if 
any,  between  which  and  the  intermediate  and  off- route  points,  if  any,  at 
which,  and  in  ease  of  operations  not  over  specified  routes  or  between  fixed 
termini,  the  territory  within  which,  the  air  carrier  is  authorized  to  operate”. 
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air  carrier  is  authorized  to  operate  and  the  service  to 
be  rendered  over  such  route.” 

On  the  House  side,  Mr.  Ellenbogen  introduced  H.  R.  4(500 
(75th  Congress,  1st.  session),  section  305(e)  of  which  fol¬ 
lowed  the  language  of  the  similarly  designated  section  of 
S.  2  set  forth  above. 

From  the  foregoing,  it  is  apparent  that  insofar  as  do¬ 
mestic  operations  were  concerned,  the  Act,  in  its  embryonic 
stages,  provided  for  authorization  of  area  route  pattern 
as  well  as  operations  over  specified  routes  and  between 
fixed  termini.  Whereas  at  the  very  beginning  no  distinc¬ 
tion  was  made  between  types  of  certificates  authorized  in 
domestic  and  foreign  air  transportation,  the  area  type 
service  was  restricted  to  domestic  air  commerce  only  by 
section  405(e)  of  S.  3420.  Had  the  Act  been  passed  in  this 
form  there  is  no  doubt  but  that  an  area  type  certificate 
-would  be  authorized  for  domestic  operations. 

On  the  same  day  that  S.  2  was  introduced  in  the  Senate,100 
Mr.  Lea  presented  H.  R.  5234  (75th  Congress,  1st.  session) 
in  the  House,  section  305(e)  of  which  contained  the  follow¬ 
ing  language: 

23024  “Each  certificate  shall  specify  the  terminal  and 
intermediate  points  between  which  the  carrier 
is  authorized  to  engage  in  transportation,  the  service 
which  may  be  rendered  *  *  #,  Provided ,  That  a  certifi¬ 
cate  issued  under  this  section  to  engage  in  foreign  air 
transportation  shall  designate  such  points  only  inso¬ 
far  as  the  operation  is  to  take  place  within  territories 
or  territorial  waters  subject  to  the  sovereignty  or  au¬ 
thority  of  the  United  States ,  and  otherwise  shall  desig¬ 
nate  only  a  general  route  and  the  foreign  markets  to 
be  served  ”  (Italics  added). 

The  foregoing  quotation  makes  it  abundantly  clear  that  the 
area  type  authorization  formerly  designated  for  domestic 


100  March  2,  1937. 
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air  commerce  only  had  been  changed  and  a  linear  type 
certificate  specifying  terminal  and  intermediate  points  had 
been  substituted  therefor  while  the  area  type  service  was 
reserved  for  foreign  air  transportation.  On  the  following 
day,  March  3,  1937,  Senator  McCarran  introduced  an 
amendment  in  the  nature  of  a  substitute  to  S.  2  which  fol¬ 
lowed  Mr.  Lea's  bill  almost  literally. 

The  reason  for  this  change  does  not  appear  in  any  of 
the  legislative  history  of  the  Act.  However,  during  the 
hearings  that  were  conducted  on  S.  2,  Colonel  Edgar  S. 
Gorrell,  president,  Air  Transportation  Association  of 
America,  who  had  collaborated  closely  with  the  authors  of 
both  the  House  and  Senate  bills  testified  before  a  sub¬ 
committee  of  the  Senate  Committee  on  Interstate  Com¬ 
merce  as  follows:  In  the — 

“substitute  S.  2,  the  draftsmen  have  abandoned  the  use 
of  the  w’ord  ‘routes’  which  appears  in  the  Motor  Car¬ 
rier  Act  and  in  previous  air  mail  legislation,  and  have 
chosen  instead  the  w’ord  ‘points’.  Thus,  instead  of  a 
certificate  defining  the  routes,  it  will  define  the  points 
between  xchich  flight  may  occur  •  #  From  the  stand¬ 
point  of  economic  regulation  as  distinguished  from 
safety,  the  vital*  question  is  the  points  from  which 
flight  occurs  rather  than  precise  course  pursued  be¬ 
tween  points.”101  (Italics  added). 

Thereafter  the  phrase  “terminal  and  intermediate 
points”  of  section  305(e)  of  S.  2  was  amended  to  read 
“terminals  and  intermediate  points”  by  the  Senate  Inter¬ 
state  Commerce  Committee. 

23025  In  a  subsequent  bill  introduced  by  Mr.  Lea  in  the 
House  of  Representatives  (H.  R.  7273,  75th  Con¬ 
gress,  1st.  session),  section  305(e)  of  amended  S.  2  was 
followed.  In  January  of  the  1938  session,  the  phrase  “ter- 

101  Hearing  before  a  Sub-committee  of  the  Committee  on  Interstate 
Commerce,  U.  S.  Senate,  75th  Congress  1st.  session  on  S.  2.,  Part  2 — p.  432. 
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minals  and  intermediate  points”  reverted  to  “terminal  and 
intermediate  points”.  Thereafter  on  March  4,  1938,  Mr. 
Lea  introduced  H.  R.  9738  (75th  Congress,  3rd  session). 
Section  402(f)  of  this  bill  read  in  part: 

“Each  certificate  issued  under  this  section  [Sec.  402] 
shall  specify  terminal  points  and  intermediate  points, 
if  any ,  between  which  the  air  carrier  is  authorized  to 
engage  in  air  transportation  *  •  *.  A  certificate  is¬ 
sued  under  this  section  to  engage  in  foreign  air  trans¬ 
portation  shall  designate  the  terminal  and  intermedi¬ 
ate  points  insofar  as  the  o]>eration  is  to  take  place 
within  the  United  States,  and  otherwise  shall  desig¬ 
nate  the  terminal  and  intermediate  points  only  insofar 
as  the  Authority  shall  deem  practicable  *  #  (Ital¬ 
ics  added). 

The  second  sentence  of  this  section  was  changed  in  Commit¬ 
tee  to  read  as  follows : 

“A  certificate  issued  under  this  section  [Section  402] 
to  engage  in  foreign  air  transportation  shall,  insofar 
as  the  operation  is  to  take  place  without  the  United 
States,  designate  the  terminal  and  intermediate  points 
only  insofar  as  the  Authority  shall  deem  practicable, 
and  otherwise  shall  designate  only  the  general  route 
or  routes  to  be  followed  ” loi 

This  amendment  improved  the  former  language  of  the 
section  so  as  to  make  it  clear  that  insofar  as  foreign  air 
transportation  is  concerned  only  the  general  route  or  routes 
to  be  followed  would  be  designated  by  the  authority  of  the 
United  States. 

In  the  Senate  on  March  11,  1938,  Senator  McCarran  in¬ 
troduced  S.  3659  (75th  Congress,  3rd  session),  again  fol- 

102  Committee  Prints  No.  1  and  2  of  H.  R.  9738,  75th  Congress,  3rd 
session,  House  Committee  on  Interstate  and  Foreign  Commerce. 
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lowing  the  language  of  the  amended  S.  2  in  section  311(e) 
which  related  to  the  terms  and  conditions  of  a  certificate. 
On  March  30,  193S,  Senator  Truman  introduced  an  amend¬ 
ment  in  the  nature  of  a  substitute  to  S.  3659,  section  402(f) 
of  which  adopted  the  language  of  section  402(f)  of  H.  R. 

973S,  as  modified  in  Committee.  Thus,  at  this  point, 
23026  both  branches  of  the  Congress  had  adopted  the 
language  of  Senator  Truman  and  Representative 
Lea  to  the  effect  that  each  certificate  issued  under  this 
section  shall  specify  the  terminal  points  and  intermediate 
points,  if  any,  between  which  the  air  carrier  is  authorized 
to  engage  in  air  transportation. 

Thereafter,  Senator  Copeland  introduced  S.  3760  (75th 
Congress,  3rd  session),  section  402(f)  of  which  reverted 
to  the  language  of  section  402(f)  of  H.  R.  973S,  as  amended. 
On  April  14,  193S,  Senator  McCarran  introduced  S.  3S45 
(75th  Congress,  3rd  session),  section  401(f)  of  which  in¬ 
cluded  the  following  language: 

“Each  certificate  issued  *  *  *  shall  specify  the  terminal 
and  intermediate  points  between  which  the  air  carrier 
is  authorized  to  engage  in  air  transportation  *  * 

This  bill  was  passed  by  the  Senate  with  the  first  part  of 
section  401(f)  reading  as  above  indicated.  The  House 
passed  H.  R.  9738,  as  amended,  and  voted  to  substitute  its 
bill  for  S.  3845. 

The  Conference  Committee  called  to  resolve  the  differ¬ 
ences  between  House  and  Senate  agreed  to  recommend 
the  House  version  of  the  subject  section  retaining  the  lan¬ 
guage  proposed  by  Senator  Truman  and  Representative 
Lea  to  wit:  “terminal  points  and  intermediate  points,  if 
any”.  The  Conference  Report  outlining  the  differences 
between  the  Senate  and  House  bills  unfortunately  did  not 
refer  to  the  section  under  discussion.  However,  some  light 
is  thrown  upon  the  decision  the  Committee  members  were 
taking  with  respect  to  issuance  of  area  or  linear  route  cer- 
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tificates  in  its  discussion  of  the  “grandfather”  clause  as 
follows : 

“As  modified,  the  proviso  (of  the  Senate  version  which 
was  retained  in  modified  form)  would  remove  from 
the  benefits  of  the  grandfather  clause  services  to  or 
from  points  not  named  in  the  carrier’s  contract  as 
originally  awarded  which  it  had  not  sez*ved  prior  to 
April  1,  1938,  if  protest  is  made  by  another  air  carrier 
who  is  competitively  serving  the  same  point  and  who 
received  in  its  original  contract  the  right  to  carry  mail 
to  such  point,  and  upon  proof  by  the  latter  carrier  that 
it  would  be  adversely  affected  by  the  issuance  of 
a  certificate  for  such  service.”10*  (Italics  added). 

23027  Whereas  the  Conference  Report  nowhere  con¬ 
tains  any  mention  of  the  area  concept,  specific  ref¬ 
erence  is  made  to  the  service  of  “points”,  rather  than 
“areas”,  and  the  report  seems  to  follow  and  enlarge  upon 
the  concept  of  air  mail  routes  which,  of  course,  historically 
involved  point-to-point  rather  than  area  service. 

The  bill  that  evolved  from  the  Conference  Report  be¬ 
came  the  Civil  Aeronautics  Act  of  1938  on  June  23,  193S. 
From  the  foregoing,  it  is  apparent  that  the  original  concept 
of  area  operations  embodied  in  the  Motor  Carrier  Act  of 
1935  had  been  discarded  in  favor  of  point-to-point  certifi¬ 
cation.  Subsequent  legislation  provides  proof  of  such  an 
intent  Section  6(d)  of  H.  R.  3420  (78th  Congress,  1st. 
session),  introduced  by  Representative  Lea  on  October  11, 
1943,  provided  in  part: 

“Section  401(f)  of  the  Civil  Aeronautics  Act  of  193S, 
as  amended,  is  hereby  amended  by  inserting  after  the 
words  ‘between  whic*h?  in  the  first  sentence  thereof  the 

103  Page  09,  House  of  Representatives  Report  No.  2635,  75th  Congress, 
3rd  session,  dated  June  7,  193S. 
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following:  ‘or  if  such  specification  is  impracticable,  the 
area  of  areas  within  which,’  •  •  •  ”. 

The  House  Report  which  accompanies  H.  R.  3420  com¬ 
mented  on  the  significance  of  this  amendment  as  follows: 

“This  subsection  amends  section  401(f)  of  present  law 
so  as  to  provide  that  where  it  is  impracticable,  in  a 
certificate  of  public  convenience  and  necessity,  to 
specify  the  points  between  which  an  air  carrier  is  au¬ 
thorized  to  operate,  which  specification  section  401(f) 
now  requires .  the  certificate  may  specify  instead  the 
area  or  areas  within  which  the  air  carrier  is  authorized 
to  operate.  Experience  has  shown  that  it  is  impracti¬ 
cable  to  comply  with  the  present  absolute  requirement 
in  the  case  of  some  types  of  air-carrier  operations.” 
H.  R.  Rep.  Xo.  7S4,  78th  Cong.,  1st  Sess.  (1943). 
(Italics  added). 

On  June  6, 1945,  Senator  McCarran  introduced  S.  1  (79th 
Congress,  1st.  session),  to  amend  the  Act,  section  301(f) 
of  which  provided  in  part  as  follows : 

“Each  certificate  under  this  section  shall  specify  the 
terminal  points  and  intermediate  points,  if  any,  be¬ 
tween  which,  or  if  such  specification  is  impractical,  the 
area  or  areas  within  which,  the  air  carrier  is  authorized 
to  engage  in  air  transportation  *  *  #.” 

2302S  It  is  evident  from  the  above  that  both  Representa¬ 
tive  Lea  and  Senator  McCarran  were  satisfied  that 
the  language  of  the  Act,  to  wit,  “the  terminal  points  and 
intermediate  points,  if  any,”  provided  only  for  point-to- 
point  operations  and  that  further  amendment  was  neces¬ 
sary  to  provide  for  certification  on  an  area  basis. 

Interpretation  of  other  lan  quaff  e  of  section  401(f)  and 
related  sections  of  the  Act . — An  examination  of  the  Act 
discloses  that  the  term  “terminal  points  and  intermediate 
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points”  was  used  solely  in  the  first  sentence  of  section 
401(f)  where  it  was  followed  by  the  phrase  “if  any”  in 
apposition  thereto.  In  the  remainder  of  this  section  the 
term  “terminal  and  intermediate  points”  is  employed. 
There  seems  to  be  little  question  but  that  the  use  of  the 
additional  word  “points”  in  the  first  sentence  was  made  so 
as  to  dispel  the  impression  that  the  phrase  “if  any”  was 
intended  to  apply  to  both  “terminal”  and  “intermediate 
points”  as  would  be  the  case  if  the  first  sentence  had  read 
“terminal  and  intermediate  points,  if  any,”. 

The  second  sentence  of  section  401(f)  provides  as  fol¬ 
lows  : 

“A  certificate  issued  under  this  section  to  engage  in 
foreign  air  transportation  shall,  insofar  as  the  opera¬ 
tion  is  to  take  place  without  the  United  States,  desig¬ 
nate  the  terminal  and  intermediate  points  only  insofar 
as  the  Authority  shall  deem  practicable,  and  other¬ 
wise  shall  designate  only  the  general  route  or  routes 
to  be  followed.”  (Italics  added). 

Obviously,  the  “only  in  so  far  as”  clause  in  the  italicized 
section  modifies  both  “terminal”  and  “intermediate  points”. 
This  lends  support  to  the  conclusion  that  the  insertion  of 
the  extra  word  “points”  in  the  first  sentence  of  section 
401(f)  was  intentional  and  interposed  for  the  purpose  of 
limiting  the  clause  with  respect  to  “intermediate  points”. 
Such  an  interpretation  is  in  line  with  the  rule  against 
interpreting  statutory  language  so  as  to  make  parts  of  its 
surplusage,  previously  discussed.  The  sentence  quoted 
above  would  be  redundant  if  the  first  sentence  of 
23029  section  401(f)  had  been  intended  to  convey  au¬ 
thority  to  issue  area  type  certificates.  To  escape 
this  conclusion  public  counsel  has  argued  that  the  first 
sentence  of  section  401(f)  merely  empowers  and  does  not 
compel  the  Board  to  issue  linear  type  certificates.  Ac- 
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cording  to  their  view  the  second  sentence  represents  a 
limitation  upon  that  power  with  respect  to  foreign  air 
transportation.  Ergo,  the  Board  has  power  to  issue  area 
type  certificates.  'While  it  may  be  conceded,  arguendo, 
that  the  first  sentence  of  section  401(f)  is  authoritative 
rather  than  compulsive  and  that  the  second  sentence  con¬ 
tains  words  of  limitation,  nevertheless,  the  entire  section 
contains  nothing  of  an  affirmative  nature  which  would 
serve  to  empower  the  issuance  of  an  area  type  certificate. 
When  this  fact  is  viewed  in  the  light  of  the  legislative  his¬ 
tory  which  clearly  shows  that  the  area  type  language  was 
discarded  in  favor  of  point-to-point  terminology,  the  case 
for  implied  power  to  issue  an  area  type  certificate  seems 
very  thin. 

Another  illustration  which  serves  to  dispel  whatever 
ambiguity  may  be  said  to  exist  is  found  in  the  fifth  sentence 
of  section  401(f)  which  provides  as  follow’s: 

‘‘No  air  carrier  shall  be  deemed  to  have  violated  any 
term,  condition,  or  limitation  of  its  certificate  by  land¬ 
ing  or  taking  off  during  an  emergency  at  a  point  not 
named  in  its  certificate  or  by  operating  in  an  emer¬ 
gency,  under  regulations  which  may  be  prescribed  by 
the  Authority,  between  terminal  and  intermediate 
points  other  than  those  specified  in  its  certificate ” 

Here  again  we  have  the  term  “between  terminal  and  inter¬ 
mediate  points’’  followed  by  a  modifying  clause  the  sense 
of  which  leaves  no  doubt  that  both  “terminal”  and  “inter¬ 
mediate”  points  w*ere  intended  to  be  included  in  the  modi¬ 
fication.  The  same  arguments  delineated  w’ith  respect  to 
similar  language  in  the  second  sentence  of  section  401(f) 
are  equally  applicable  here  and  need  not  be  repeated.  It 
is  also  clear  that  the  sentence  quoted  above  would 
23030  be  superfluous  if  area  type  operations  were  au¬ 
thorized  by  the  language  of  the  first  sentence  in 
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section  401(f).104  Public  counsel  maintain  that  the  quoted 
sentence  merely  permits  offroute  operations  in  those  cases 
where  the  certificate  issued  has  named  specific  terminal  and 
intermediate  points  and  as  such  has  no  significance  with 
respect  to  those  certificates  which  contain  area  type  lan¬ 
guage.  Even  if  this  interpretation  is  accepted,  arguendo,  it 
is  obvious  that  this  sentence  also  does  not  fill  the  void  of 
affirmative  authority  for  the  issuance  of  area  type  certifi¬ 
cates  in  any  part  of  section  401(f). 

The  sixth  sentence  of  section  401(f)  provides: 

“Any  air  carrier  may  make  charter  trips  or  perform 
any  other  special  service,  without  regard  to  the  points 
named  in  its  certificate  under  regulations  prescribed 
by  the  Authority”  (Italics  added). 

23031  The  same  reasoning  applicable  to  the  fifth  sentence 
of  section  401(f)  is  equally  pertinent  here.  While 
the  implication  that  this  sentence  excludes  the  possibility 
of  an  area  type  certificate  may  conceivably  be  explained 

104  This  is  borne  out  in  the  testimony  of  Colonel  Edgar  S.  Gorrell, 
then  president  of  the  Air  Transport  Association  of  America,  in  hearings 
before  the  Committee  on  Interstate  and  Foreign  Commerce,  House  of  Repre¬ 
sentatives,  74th  Congress  3rd  Session  on  H.  R.  973S,  pp.  311,  312.  He  stated 
among  other  things: 

“Last  year’s  bill  [H.  R.  7273]  permitted  emergency  landings;  said  that 
you  would  not  go  to  jail  if  your  engine  failed  and  you  had  to  make  an 
emergency  landing.  This  year’s  bill  [H.  R.  9738]  likewise  provides  for 
emergency  landings,  but  lias  also  a  more  sensible  provision,  which 
came  out  of  consideration  of  the  floods  in  the  valley  of  the  Ohio  last 
year.  This  year’s  bill  permits  not  only  emergency  landings,  but  emer¬ 
gency  operations.  For  example,  last  year  in  flying  from  Chicago  to 
Indianapolis,  Cincinnati  and  Washington,  the  line  going  from  Indianapo¬ 
lis  to  Cincinnati  could  not  land  in  Cincinnati  because  the  flood  waters 
were  so  high  they  covered  the  field  higher  than  the  top  of  the  hangars. 
The  planes  had  to  pass  Cincinnati  by  until  the  waters  subsided;  had 
to  go  by  way  of  Columbus  instead  of  Cincinnati.  If  last  year’s  bill 
had  been  in  effect ,  there  would  have  had  to  be  notice  and  hearings 
before  the  company  could  have  done  that ,  and  the  service  might  have 
been  interrupted  to  the  public  detriment.” 

“This  year’s  bill  permits,  in  an  emergency  of  that  kind,  an  emergency 
operation.”  (Italics  added). 
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away,  nevertheless  no  affirmative  proof  of  intent  to  au¬ 
thorize  such  a  certificate  is  created  thereby. 

Section  401  (n)  entitled  “Application  for  New  Mail  Ser¬ 
vice"  is  illustrative  of  the  fact  that  the  Congress  was 
thinking  in  terms  of  “points”  rather  than  “areas”.  The 
pertinent  language  is  as  follows: 

“Whenever,  from  time  to  time,  the  Postmaster  General 
shall  find  that  the  needs  of  the  Postal  Service  require 
the  transportation  of  mail  by  aircraft  between  any 
points  within  the  United  States  or  between  the  United 
States  and  foreign  countries,  in  addition  to  the  trans¬ 
portation  of  mail  authorized  in  certificates  then  cur¬ 
rently  effective  *  •  *  (Italics  added). 

Section  403  which  deals  with  the  requisites  for  filing 
tariffs  provides  other  illustrations  of  the  “point-to-point” 
terminology  of  the  Act.  The  applicable  language  is  as 
follows : 

“(a)  Every  air  carrier  and  every  foreign  air  carrier 
shall  file  with  the  Authority,  and  print,  and  keep  open 
to  public  inspection,  tariffs  showing  all  rates,  fares, 
and  charges  for  air  transportation  between  points 
served  by  it,  and  between  points  served  by  it  and  points 
served  by  any  other  air  carrier  or  foreign  air  car¬ 
rier  •  •  •  99 .  (Italics  added). 

Public  counsel  assert  that  this  language  presents  no  dif¬ 
ficulty  in  view  of  the  indisputable  fact  that  section  401 
covers  nonscheduled  and  fixed-base  operations,  which  falls 
within  the  so-called  area  concept.  It  is  true,  as  explained 
earlier,  that  nonscheduled  and  fixed-base  operations  being 
common  carrier  operations  were  subjected  to  jurisdiction 
of  the  Board  by  the  language  of  section  401(a).  However, 
there  is  no  authority  for  the  statement  that  such  opera¬ 
tions  were  meant  to  be  subject  to  certification  under  sec¬ 
tion  401(f).  Rather,  as  will  be  hereinafter  seen,  exemp- 
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tion  of  such  operations  may  be  appropriate  under  certain 
circumstances  as  provided  for  in  section  416(b). 
23032  Sections  405(a)  and  (b),  which  relate  to  the  con¬ 
tinuation  and  termination  of  mail  contracts  both 
foreign  and  domestic,  are  further  illustrative  of  the  “point- 
to-point”  psychology  of  the  Act.  The  clause  “between  the 
points  covered  by  such  contracts”  appears  in  three  separate 
places  in  those  two  paragraphs  whereas  in  no  place  there¬ 
in  is  there  any  “area”  language.  Section  405(e)  relating  to 
mail  schedules  provides  as  follows : 

“Each  air  carrier  shall,  from  time  to  time,  file  with  the 
Authority  and  the  Postmaster  General  a  statement 
showing  the  points  between  which  such  air  carrier  is 
authorized  to  engage  in  air  transportation  and  all 
schedules,  and  all  changes  therein  of  aircraft  regularly 
operated  by  the  carrier  between  such  points ,  setting 
forth  in  respect  of  each  such  schedule  the  points  served 
thereby  and  the  time  of  arrival  and  departure  of  each 
such  point.  The  Postmaster  General  may  designate 
any  such  schedule  for  the  transportation  of  mail 
between  the  points  between  which  the  air  carrier  is 
authorized  by  its  certificate  to  transport  mail,  and 
may,  by  order,  require  the  air  carrier  to  establish 
additional  schedules  for  the  transportation  of  mail 
between  such  points”  (Italics  added.) 

The  italicized  language  leaves  no  doubt  of  the  “point- 
to-point”  concept  of  the  air  mail  authorization,  particularly 
when  it  is  considered  that,  at  the  time  the  Act  was  drafted, 
practically  the  only  experience  that  the  framers  had  to 
draw  upon  w’as  the  air  mail  contract  operations.  More¬ 
over,  no  evidence  appears  anywhere  in  the  transcript  of 
the  hearings  or  the  reports  of  the  various  committees  in¬ 
dicating  that  freight  operations  of  other  than  the  point-to- 
point  variety  were  contemplated. 
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The  same  rationale  can  be  applied  to  section  405(g)  en¬ 
titled  “Tender  of  Mail”  which  provides  as  follows: 

“From  and  after  the  issuance  of  any  certificate  author¬ 
izing  the  transportation  of  mail  by  aircraft,  the  Post¬ 
master  General  shall  tender  mail  to  the  holder  thereof 
to  the  extent  required  by  the  Postal  Service,  for  trans¬ 
portation  between  the  points  named  in  such  certificate 
for  the  transportation  of  mail,  •  •  V’ 

That  the  draftsmen  were  aware  of  the  necessity  for  emer¬ 
gency  area  operations  is  evident  from  the  use  of  the  teriji 
“localities”  in  section  405(k)  entitled,  “Emergency  Mail 
Service”.  This  section  provides  as  follows: 

23033  “In  the  event  of  an  emergency  caused  by  flood, 
fire,  or  other  calamitous  visitation,  the  Post¬ 
master  General  is  authorized  to  contract,  without  ad¬ 
vertising,  for  the  transportation  by  aircraft  for  any 
or  all  classes  of  mail  to  or  from  localities  affected  by 
such  calamity,  where  available  facilities  of  persons 
authorized  to  transport  mail  to  or  from  such  localities 
are  inadequate  to  meet  the  requirements  of  the  Postal 
Service  during  such  emergency  •  #  (Italics  added.) 

This  language  coupled  with  the  language  of  the  fifth 
sentence  of  section  401(f)  discussed  supra  makes  it  clear 
that  area  operations  represent  the  exception  to  be  per¬ 
formed  only  in  time  of  emergency. 

Section  604(b)  relating  to  the  issuance  of  air  carrier 
operating  certificates  wras  also  drawn  with  the  linear  route 
concept  clearly  in  mind.  It  provides  in  part: 

“  •  #  •  each  air  carrier  operating  certificate  shall  pre¬ 
scribe  such  terms,  conditions,  and  limitations  as  are 
reasonably  necessary  to  assure  safety  in  air  trans- 
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portation,  and  shall  specify  the  points  to  and  from 
which ,  and  the  civil  airways  over  which,  such  person 
is  authorized  to  operate  as  an  air  carrier  under  an  air 
carrier  operating  certificate.”  (Italics  added.) 

Section  416(b)  sets  forth  the  conditions  under  which  air 
carriers  will  be  exempted  from  the  provisions  of  section 
401  of  the  Act.  Generally,  any  air  carrier  or  class  of  air 
carriers  including  non-scheduled  and  fixed-base  as  well  as 
scheduled  operators  may  be  exempted  from  the  require¬ 
ments  of  air  carrier  economic  regulation  if  the  enforce¬ 
ment  of  such  regulation  would  be  an  undue  burden  on  such 
air  carriers  by  reason  of  the  limited  extent  of,  or  unusual 
circumstances  affecting,  the  operations  of  such  air  carrier 
or  class  of  air  carriers  and  is  not  in  the  public  interest. 
A  reasonable  interpretation  of  this  provision  in  the  light  of 
the  legislative  history  and  the  other  sections  of  the  Act 
previously  discussed,  seems  to  indicate  that  applicants 
for  scheduled  point-to-point  air  transportation  are  re¬ 
quired  to  obtain  a  certificate  of  public  convenience  and 
necessity  naming  the  points  to  which  service  is  authorized. 
On  the  other  hand,  non-scheduled  and  fixed-base  opera¬ 
tions,  which  by  their  very  nature  involve  unusual  circum¬ 
stances  or  are  confined  to  such  a  limited  extent  as 
23034  not  to  be  adaptable  to  the  requirements  of  the  cer¬ 
tificate  of  public  convenience  and  necessity,  are 
dealt  with  by  special  Board  Economic  Regulations  rather 
than  by  certificate  authorization  under  section  401(f)  of 
the  Act.  A  more  detailed  consideration  of  the  problem 
necessarily  involves  analysis  of  the  Board’s  regulations 
and  decisions  with  respect  to  this  type  of  operation. 

Regulations  and  decisions  of  the  Board . — Public  counsel 
urges  that  the  decision  in  the  Alaska  Transportation  In¬ 
vestigation105  in  which  irregular  route  certificates  were  au- 


105  3  C.  A.  B.  804  (1942). 
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thorized  and  which  was  never  contested  in  the  courts  should 
constitute  sufficient  precedent  for  authorization  of  area 
type  certificates  herein.  In  that  case  authorization  of  three 
types  of  operations  was  decided  as  follows:  the  first  pro¬ 
vided  for  a  certificate  for  a  regular  route  following  the 
usual  form;  the  second  provided  for  certification  of  an  ir¬ 
regular  route  defined  at  page  820  of  the  opinion  as  “a 
designation  of  the  area  within  which  the  particular  carrier 
has  generally  confined  its  operations.”100  A  third  type  of 
service  involving  a  charter  of  non-scheduled  character  was 
also  authorized.107 

Careful  reading  of  this  opinion  discloses  no  discussion 
of  the  Board’s  authority  to  issue  irregular  route  certificates 
either  under  section  401(f)  or  any  other  section  of  the  Act. 
Moreover,  appropriate  limitations  were  contained  in  each 
certificate  authorizing  an  irregular  route  so  that  service 
thereunder  would  not  “except  on  casual,  occasional,  and 
infrequent  trips,  be  rendered  between  the  points  authorized 
in  any  certificate  for  a  regular  route108.” 

23035  This  type  of  certificate  hardly  provides  an  au¬ 
thority  for  the  proposal  of  the  applicants  which 
generally  involves  service  between  producing  areas  and 
markets  which  almost  invariably  represent  cities  of  con¬ 
siderable  population  already  named  as  service  points  on 
the  routes  of  the  certificated  carriers.  Actually  the  regular 
route  certificates  authorized  in  the  Alaska  Air  Transporta¬ 
tion  Investigation  more  nearly  resemble  the  proposal  of 
these  applicants.  Thus,  in  authorizing  these  certificates 
the  Board’s  opinion  sets  forth  that : 

“An  appropriate  order  will  be  entered  exempting  each 
holder  of  a  certificate  authorizing  service  over  a  regu- 

106  It  is  noteworthy  that  the  Board  did  not  in  terms  specifically  tie 
the  issuance  of  this  type  of  a  certificate  directly  under  the  authority  con¬ 
tained  in  section  401  although  certificates  for  regular  routes  were  specifi¬ 
cally  issued  under  sections  401(e)  and  (d). 

107  Id.  page  821. 

108  Id.  page  820. 
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lar  route  from  the  provisions  of  section  401(a)  of  the 
Act  insofar  as  necessary  to  enable  the  carrier  to  ren¬ 
der  service  to  intermediate  points  on  such  route  not 
specifically  named  in  the  certificate,  provided  they  are 
situated  within  the  territory  ordinarily  served  by  said 
route.”109 

The  Board  apparently  was  of  the  opinion  that  in  order  to 
authorize  a  departure  from  a  regular  route  operation  it 
was  necessary  to  invoke  exemption  authority  contained  in 
section  416(b). 

A  further  clue  to  the  reasoning  behind  this  exemption 
action  is  found  in  the  most  recent  amendment  to  section 
292.2  of  the  Board’s  Economic  Regulations  exempting 
Alaskan  air  carriers  from  the  provisions  of  Title  IV  of 
the  Act.110  In  the  explanatory  note  to  these  regulations,  the 
Board  stated  its  reason  for  continuing  the  partial  exemp¬ 
tion  of  Alaskan  air  carriers  from  section  401(a)  and  404(a) 
in  the  public  interest  as  follows : 

44 Alaska  has  unusual  conditions  of  terrain,  climate  and 
population  distribution  which  require  air  transporta¬ 
tion  -which  does  not  readily  conform  to  the  require¬ 
ments  of  these  sections  of  the  Act.  The  territorv  of 

• 

Alaska  is  large,  mountainous,  with  numerous  lakes 
and  rivers,  and  sparsely  settled.  It  has  extremes  of 
temperature  in  summer  and  winter.  These  natural 
conditions  influence  the  air  transportation  require¬ 
ments  directly.  Surface  transportation  is  in- 
23036  adequate  and  frequently  the  airplane  is  the 
only  means  of  transportation.  A  great  many 
of  the  activities  of  the  Territory  are  seasonal  and 
transitory  in  nature  requiring  an  irregular  rather  than 
a  scheduled  operation  with  peak  movement  over  short 


109  Id.  page  S21. 

110  Regulations,  Serial  No.  400,  adopted  October  21,  1947. 
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periods  and  with  service  being  rendered  through  a 
variety  of  landing  areas,  both  natural  and  prepared, 
most  of  which  are  unable  to  accommodate  large  air¬ 
craft  or  be  used  under  all  conditions.,, 

The  Board’s  language  in  the  recent  opinion  in  the  Los 
Angeles  Helicopter  Case 111  lends  credence  to  the  above  in¬ 
terpretation  of  the  Alaska  Air  Transportation  Investiga¬ 
tion  opinion.  In  the  Los  Angeles  case  the  Board  was  faced 
with  the  problem  of  certification  of  service  on  an  area 
basis  in  order  to  permit  flexibility  of  operations  without  the 
necessity  of  formal  proceedings  every  time  a  revision  of 
service  is  desired.  In  many  respects  the  operations  con¬ 
templated  therein  are  similar  to  those  proposed  by  the 
independent  applicants  herein.  There,  it  was  recognized 
that  the  conventional  point-to-point  certificate  establishing 
a  rigid  route  pattern  would  hinder  ultimate  success  of  the 
experiment  The  Board  stated  on  page  9  of  its  mimeo¬ 
graphed  opinion: 

“We  recognize  the  desirability  of  flexibility  in  the  opera¬ 
tion  proposed  in  this  proceeding  to  permit  rapid  and 
frequent  changes  in  the  service  rendered.  We  will 
therefore  issue  a  certificate  authorizing  air  transporta¬ 
tion  of  property  and  mail  over  the  routes  recommended 
by  the  Post  Office  Department  for  initial  operation,  as 
hereinafter  prescribed,  and,  in  order  to  permit  a  maxi¬ 
mum  of  flexibility ,  we  will  exercise  our  power  under 
section  416(b)(1)  of  the  Act  by  granting  an  exemption 
to  the  carrier  so  that  it  may  serve  with  rotary-wing 
aircraft  any  point  unthin  a  radius  of  50  miles  from  the 
Post  Office  Terminal  Annex  Building  in  Los  Angeles . 
By  reason  of  the  limited  extent  and  unusual  circum¬ 
stances  affecting  operation  of  this  service ,  we  believe 
that  it  would  be  clearly  an  undue  burden  on  the  carrier 


111  Dockets  Nos.  896  and  1821,  decided  May  20,  1947. 
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and  contrary  to  the  public  interest  to  require  the  car¬ 
rier  in  subsequent  formal  proceedings  to  obtain  au¬ 
thority  to  serve  new  points  or  to  vary  its  flight  pattern 
every  time  the  Post  Office  Department  requests  it.” 
(Italics  added.) 

Here  again  is  an  illustration  of  the  Board's  belief  that  it 
is  in  the  public  interest  to  invoke  the  exemption  authority 
contained  in  section  416(b)  of  the  Act  in  order  to  obtain 
the  flexibility  of  operations  involved  in  area  type 
23037  service.  If  area  type  certification  were  possible 
under  section  401(f)  obviously  there  would  have 
been  no  need  to  resort  to  section  416(b). 

Paragraph  (e)  of  section  238.1  of  the  Board’s  Economic 
Regulations,  as  amended,  has  also  been  cited  as  authority 
for  the  issuance  of  area  type  certificates.  This  paragraph 
reads  as  follows: 

“(e)  Applications  for  Operations  other  than  be¬ 
tween  Fixed  Points.  An  application  for  a  certificate 
authorizing  operations  other  than  between  fixed  points, 
or  not  having  terminal  or  intermediate  points  capable 
of  precise  description,  need  comply  with  the  provisions 
of  clauses  3  and  4  of  paragraph  (d)  of  this  Regulation 
only  to  the  extent  that  it  shall  clearly  describe  the  au¬ 
thorization  sought  by  the  applicant.” 

At  first  blush  it  might  appear  that  the  Board  has,  by 
regulation,  adopted  a  power  not  authorized  to  it  under  the 
Act.  However,  it  must  be  kept  in  mind  that  section  238.1 
pertains  to  the  requirements  of  all  applications  for  certifi¬ 
cates  of  public  convenience  and  necessity  whether  they 
involve  foreign  or  domestic  services.  Thus,  it  appears  that 
in  setting  forth  the  requirements  of  applications,  section 
238.1(e)  of  the  Economic  Regulations  was  promulgated 
solely  with  respect  to  proposals  involving  foreign  air  trans¬ 
portation,  such  as  is  envisaged  by  the  terms  of  the  second 
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sentence  of  section  401(f)  of  the  Act,  viz.,  fixed  terminal  or 
intermediate  points  need  not  be  specifically  named.  As 
stated  by  the  Board  in  Pan  Am.  Airways  Co.  (Del.)  Trans¬ 
atlantic  Operation ,  1  C.  A.  A.  118,  129  (1939) : 

“The  first  portion  of  section  401(f)  places  upon  us  the 
express  duty  to  designate  the  terminal  points  and  the 
intermediate  points,  if  any,  between  which  the  air 
carrier  is  authorized  to  engage  in  air  transportation, 
and  the  further  sentence  of  that  section  above  quoted 
merely  relaxes  that  requirement  by  confining  it  to 
cases  where  the  Authority  finds  it  practicable  to  desig¬ 
nate  the  terminal  and  intermediate  points  outside  the 
United  States.”112  (Italics  added.) 

23038  A  more  recent  expression  of  the  same  philosophy 
is  found  in  Northeast  Air,  et  al.,  North  Atlantic 
Routes,  6  C.  A.  B.  319,  335  (1945),  where  the  Board  said: 

“In  the  issuance  of  certificates  to  engage  in  foreign 
air  transportation  the  Board  is  not  required  in  all 
cases  to  designate  specific  points  without  the  United 
States  to  be  served.  The  Act  recognizes  and  contem¬ 
plates  the  need  in  particular  cases  of  an  authorization 
to  serve  areas  constituting  a  general  route  rather 
than  designated  points  composing  a  specific  route. 
Under  section  401(f)  of  the  Act,  we  must  specify  the 
terminal  and  intermediate  points  to  be  served  with¬ 
out  the  United  States  in  foreign  air  transportation 
only  insofar  as  we  ‘ shall  deem  practicable,  and  oth¬ 
erwise  shall  designate  only  the  general  route  or 
routes  to  be  followed’.  The  record  in  the  present 
proceedings  shows  this  to  be  a  proper  instance  for 
the  exercise  of  the  statutory  discretion  conferred 

112  In  accord  :«ee  Pan  Am.  Airways  Co.  (Del.)  Grandfather  Certificate, 
1  C.  A.  A.  422,  425  (1939)  and  Pan  Am.  Airways ,  Inc.,  Grandfather  Certifi¬ 
cate,  2  C.  A.  B.  Ill,  118  (1940). 
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upon  us.  The  need  for  flexibility  in  the  face  of  rap¬ 
idly  changing  conditions  is  best  accommodated  within 
a  service  pattern  defined  hy  areas  along  general 
routes  in  the  foreign  air  transportation  here  involved , 
instead  of  the  usual  point-to-point  pattern  for  do¬ 
mestic  carriers (Italics  added.) 

As  stated  in  the  previous  discussion  relative  to  the 
legislative  history  of  the  Act,  the  pattern  for  certificated 
operations  was  set  by  the  previous  experience  of  the 
industry  under  the  various  air  mail  acts.  Thus,  the  Board 
stated  in  Transcontinental  &  W.  A.,  Detroit-St .  Louis 
Nonstop ,  6  C.  A.  B.  471,  472,  473,  477  (1945): 

“At  the  time  the  Civil  Aeronautics  Act  was  adopted 
in  193S,  scheduled  air  service  was  provided  prima¬ 
rily  by  airlines  operating  pursuant  to  air  mail  con¬ 
tracts  with  the  Postmaster  General.  *  *  *  One  of  the 
first  tasks  of  the  Civil  Aeronautics  Board,  then 
known  as  the  Civil  Aeronautics  Authority,  was  to 
issue  certificates  to  contract  holders  upon  showing 
compliance  w’ith  the  statutory  requirements  and  to 
include  in  such  certificates  all  of  the  terminal  and 
intermediate  points  included  in  the  contracts .  Al¬ 
though  the  contracts  did  not  use  the  words  ‘ terminal ’ 
and  ‘ intermediate ’  points ,  it  was  clear  that  they  were 
so  drawn  as  to  provide  for  routes  with  definite  ter¬ 
minal  and  intermediate  points,  and  that  they  author¬ 
ized  operations  between  those  terminals  via  the 
intermediate  points.  •  *  *  ” 

“ Although  the  foregoing  discussion  relates  only  to  the 
‘grandfather*  certificates,  those  cases  set  the  pattern 
for  all  certificates  for  interstate  air  transportation. 
New  points  and  segments  have  been  added  to  the 
‘grandfather  certificates,  and  new  certificates  have 
been  issued  subject  to  the  same  terms,  conditions , 
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and  limitations .  Both  the  amendments  and  new  cer¬ 
tificates  have  been  drafted  and  issued  within  the 
framework  of  the  regulatory  plan  embodied  in  the 
terms,  conditions,  and  limitations  and  the  route  de¬ 
scriptions  contained  in  the  ‘grandfather’  certifi¬ 
cates”.  (Italics  added.) 

23039  Also  pertinent  is  the  following  language  of  the 
Board  in  Mayflower  Air.,  Grandfather  Certifi¬ 
cate, ,  2  C.  A.  B.  175,  178,  179  (1940) : 

“The  terminal  and  intermediate  points  to  be  included 
in  any  certificate  to  be  issued  to  applicant  are  con¬ 
trolled  by  section  401(e)  (1)  (A)  of  the  Act  which 
provides  that  any  certificate  issued  under  this  pro¬ 
vision  shall  authorize  the  applicant  to  engage  in  air 
transportation  ‘with  respect  to  all  classes  of  traffic 
for  which  authorization  is  sought,  except  mail,  be¬ 
tween  the  terminal  and  intermediate  points  between 
which  it  (the  applicant  •  *  *  )  so  continuously  oper¬ 
ated  (as  an  air  carrier)  between  May  18,  1938,  and 
the  effective  date  of  this  section.’  It  is,  therefore, 
not  enough  for  us  to  find  that  applicant  operated 
generally  throughout  the  \ grandfather  period  as  an 
air  carrier,  but  it  is  necessary  also  to  determine  the 
points  between  which  there  was  a  continuous  opera¬ 
tion ”  (Italics  supplied.) 

Finally,  there  is  the  language  of  the  Board  in  Ameri¬ 
can  Air,  et  al.,  New  York  Operations ,  1  C.  A.  A.  4S0 
(1939),  in  which  service  to  the  New  York-northeastern 
New  Jersey  area  was  involved.  The  original  certificates 
concerned  named  Newark,  N.  J.,  as  the  terminal  point. 
Rather  than  designate  the  entire  metropolitan  district  or 
area  to  receive  the  service  required  by  the  public  con¬ 
venience  and  necessity,  the  Board  certificated  New  York 
City  as  a  separate  point  in  addition  to  Newark  to  serve 
this  area  and,  at  page  487,  said: 
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“Under  the  provisions  of  the  Act ,  it  is  necessary  to 
designate  points  to  serve  particular  areas ,  and  it  is 
the  established  practice  to  name  a  city  as  a  means 
of  identifying  the  point  to  which  service  shall  be 
rendered.  We  find  that  the  designation  of  New  York, 
N.  Y.,  as  the  point  will  make  it  possible  for  the  east¬ 
ern  part  of  the  metropolitan  district  to  receive  ade¬ 
quate  air  transportation  service.”  (Italics  added.) 

Summary, — It  appears  from  the  foregoing  that  section 
401(f)  of  the  Act  does  not  confer  authority  upon  the 
Board  to  issue  an  area  type  certificate.  Only  certificates 
which  name  terminal  and  intermediate  points  can  be 
properly  issued.  Hence,  the  first  and  second  types  of 
certificates  mentioned  in  the  beginning  herein  are  within 
the  power  of  the  Board  to  authorize,  whereas  the  strictly 
area  type  of  certification  is  not.  This  conclusion 

23040  is  based  upon  the  language  of  section  401(f),  its 
legislative  history,  and  consideration  of  the  pur¬ 
pose  of  other  related  sections  of  the  Act,  the  Board’s 
opinions,  and  regulations.  Consequently,  authority  for 
area  operations  must  be  found,  if  at  all,  within  the  con¬ 
fines  of  section  416(b),  the  exemption  provision.  This 
finding  is  not  contrary  to  the  philosophy  of  the  Board 
in  the  Alaska  Air  Transportation  Investigation  opinion, 
and  is  clearly  in  accord  with  the  decision  of  the  Board 
in  the  Los  Angeles  Helicopter  Case.  Moreover,  the  con¬ 
clusion  reached  in  this  matter  is  not  inconsistent  with 
past  decisions  of  the  Board  in  which  points  have  been 
named  for  seasonal113  or  flag-stop114  service,  since  in  each 

such  instance  the  specific  point  to  be  served  was 

23041  named. 


113  Pennsylvania- Cent.  Air.,  Grand  Kapids-  Traverse  City  Op.,  2  C.  A.  B. 
275  (1940)  ;  Canadian  Colonial  Airways,  Burlington- Lake  Placid  Op.,  2 
C.  A.  B.  771  (1941) ;  New  England  Case,  7  C.  A.  B.  27  (1946). 

114  Alaska  Air.  et  al.,  Service  to  Anchorage,  Alaska,  3  C.  A.  B.  522 
(1942). 
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Selection  of  routes. — Although  it  has  previously 
been  found  that  the  Act  does  not  confer  on  Board  au¬ 
thority  to  award  certificates  of  public  convenience  and 
necessity  on  a  so-called  area  basis,  i.e.,  without  naming 
specific  terminal  and  intermediate  points,  it  is  neverthe¬ 
less  abundantly  clear  from  the  evidence  that  the  traffic 
flow  in  an  all-property  operation  must  be  predominantly 
from  area  to  area.  The  over-whelming  majority  of  data 
introduced  in  support  of  the  various  proposals  sustains 
this  concept.  However,  the  Board’s  lack  of  power  to  award 
certificates  on  such  a  basis  does  not  preclude  it  from 
authorizing  service  between  points  within  an  area  and 
such  points  within  other  areas  as  will  satisfy  the  public 
demand.  In  view  of  the  above,  the  selection  of  the  routes 
found  to  be  required  will  be  first  considered  in  terms  of 
areas,  with  such  points  named  within  the  particular  areas 
as  will  best  meet  the  needs  of  the  traffic. 

Those  applications  which  were  on  an  area  basis  were 
fairly  uniform  in  proposing  areas  to  be  served.  The 
boundaries  of  the  various  areas  differ  to  some  degree  in 
the  several  applications,  but  generally  there  is  emphasis 
on  the  transcontinental  routes  between  the  California 
area,  the  Midwest  area,  and  the  Northeast  area.  To  some 
lesser  extent  service  is  proposed  to  join  those  areas  with 
the  Southeast,  Louisiana,  Texas,  and  Northwest  areas. 
Of  these  areas  the  Northeast  and  Midwest  produce  a  net 
surplus  of  industrial  products  and  a  net  deficiency  of 
agricultural  products.  In  the  others  the  reverse  situation 
prevails.  The  order  of  importance  of  these  areas  as  in¬ 
dustrial  or  agricultural  exporters  is  as  follows: 


23042 

Industrial  surplus 

Agricultural  surplus 

Northeast  . 

i 

California . 

1 

Midwest  . 

2 

Southeast  . 

2 

Northwest . 

3 

Louisiana  . 

4 

Texas . 

5 
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The  September  1946  Airline  Traffic  Survey  did  not 
determine  origination-destination  figures  for  air  express 
or  freight.  It  did,  however,  gather  station-to-station  data 
for  such  traffic  and  summarize  the  express  and  freight 
flow  volume  between  certificated  points  in  the  United 
States.  From  this  survey  it  appears  that  the  flow  of  ex¬ 
press  and  freight  over  the  certificated  airlines  in  that 
period  moved  between  the  generally  defined  areas  as 
follow’s.  The  listing  is  in  the  order  of  descending  traffic 


volume : 

Northeast-Midwest  .  1 

Northeast-California  .  2 

Midwest- California .  3 

Northeast-Southeast .  4 

Mid  w’est-North  west .  5 

California-Northwest  .  6 

Midwest-Southeast  .  7 

Midw’est-Texas .  8 

Northeast-Texas  .  9 


It  should  be  pointed  out  that  the  survey  covered  the 
month  of  September  which  would  tend  to  deemphasize 
the  agricultural  movement  from  the  winter  garden  areas 
and  reflect  principally  a  movement  of  industrial  goods. 
That  there  is  an  interchange  of  goods  between  areas 
having  similar  net  characteristics  is  also  evidenced  by 
the  top  ranking  of  the  Northeast-Midwrest  traffic  and  the 
Northwest-California  movement  of  goods. 

23043  An  experiment  in  a  property-only  service  be¬ 
tween  areas  necessarily  calls  for  certification  on 
a  large  scale.  Relatively  long  distances  are  involved  in 
flights  between  the  areas.  The  economic  and  geographical 
characteristics  of  the  several  areas  enumerated  diffe* 
widely  but  each  is  a  major  trading  area  in  the  United 
States  with  an  indicated  air  freight  potential  sufficiently 
large  to  warrant  inclusion  in  the  area  service  experiment. 
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Several  applicants  have  urged  that  rather  than  select 
a  certain  applicant  for  operation  between  a  small  number 
of  areas  without  competition  from  another  property-only 
carrier  that  several  property-only  carriers  be  certificated 
between  all,  or  substantially  all,  of  the  areas.  The  primary 
advantages  of  such  a  plan  are  in  its  elimination  of  prac¬ 
tically  all  need  for  interline  handling  and  in  permitting 
shifting  of  flight  frequencies  between  the  areas  as  sea¬ 
sonal  demands  change.  On  the  other  hand  it  might  rep¬ 
resent  uneconomical  competition.  If  traffic  for  a  given 
area  warrants,  for  example,  three  schedules  daily,  oper¬ 
ation  by  one  carrier  would  permit  some  flexibility  of 
routing  these  flights  to  the  various  points  demanding 
service.  Minimum  crews  for  maintenance  and  ground 
operations  could  probably  handle  the  three  flights.  With 
three  or  more  applicants  dividing  this  traffic,  flight  rout¬ 
ings  would  become  inflexible  and  hence  more  costly,  and 
the  per-ton  mile  costs  attributable  to  station  personnel 
would  increase  correspondingly.  Competition  between  the 
property-only  carriers  might  add  some  value  to  the 
experiment,  but  there  appears  no  need  for  ex- 
23044  tending  such  competition  to  all  areas.  Adequate 
competition  is  anticipated  between  the  property- 
only  carrier  and  the  multiple-service  carriers  to  give  a 
true  test  of  the  area  service  concept.  Further,  a  measure 
of  the  ability  of  the  area  operator  to  give  adequate  serv¬ 
ice  to  demand  points  can  probably  be  best  obtained  by 
having  points  in  some  areas  served  by  only  one  appli¬ 
cant.  And  finally,  the  capital  requirements  for  initiating 
certificated  operations  would  increase  considerably  with 
each  additional  area  served. 

All  factors  considered  it  appears  that  the  experiment 
will  be  better  served  by  not  certificating  a  given  number 
of  applicants  to  serve  all  areas.  Routes  designed  to  con¬ 
nect  the  areas  having  the  indicated  major  traffic  flows  will 
reduce  the  amount  of  traffic  requiring  interline  handling 
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to  a  small  percentage  of  total  movement.  Lease  of  planes 
between  carriers  to  meet  shifting  traffic  demands  as  they 
may  appear  should  not  present  great  difficulties. 

Area-to-area  routes. — The  economic  data  presented  has 
indicated  that  the  major  air  freight  potential  will  be  found 
along  the  route  joining  the  California  area,  the  North 
Central  area,  and  the  Northeast  area.  While  the  Septem¬ 
ber  1946  survey  showed  the  heaviest  cargo  movement  by 
the  certificated  carriers  between  the  Northeast  and  North 
Central  areas  there  appears  reason  to  believe  that  this 
ranking  will  decline  as  air  freight  develops.  The  Northeast 
and  California  areas  show  the  largest  complementary  net 
characteristics  and,  being  a  maximum  distance  apart  for 
domestic  movement,  emerge  as  the  major  terminal 
23045  areas  producing  air  freight.  For  similar  reasons, 
the  California-North  Central  traffic  can  be  expected 
to  grow  in  importance  to  rival  and  perhaps  exceed  that 
between  the  North  Central  and  Northeast  areas. 

Both  the  September  1946  traffic  survey  and  the  com¬ 
munity  of  interest  evidenced  by  the  net  area  character¬ 
istics  indicate  that  the  next  most  important  air  freight 
movement  will  be  between  the  Northeast  and  Southeast 
areas.  North  Central-Southeast  or  North  Central-North- 
w’est  appears  next  in  potential  movement  followed  by  the 
Texas-Northeast,  Texas-North  Central,  and  Northwest- 
California  routes.  The  Louisiana  area  set  out  by  certain 
applicants  appears  very  similar  in  general  characteristics 
to  the  Southeast  area  but  on  a  smaller  scale. 

In  recommending  an  initial  network  of  routes  to  be 
served  by  property-only  carriers  the  services  presently 
operated  by  the  certificated  carriers  must  be  constantly 
kept  in  mind  as  competition.  For  reasons  previously 
stated  it  appears  contrary  to  the  public  interest  in  this 
experiment  to  recommend  one  or  more  applicants  between 
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all  areas.  Yet,  on  the  other  hand,  the  complete  dependence 
of  the  applicants  on  income  from  the  carriage  of  property 
only  makes  it  necessary  in  selecting  routes  that  they  per¬ 
mit  operations  extensive  enough  to  give  economical  equip¬ 
ment  utilization  and  connect  areas  of  major  activity. 

Of  the  areas  involved,  three  appear  to  promise,  for  the 
initial  operations  of  property-only  carriers,  a  volume  of 
air  freight  that  would  be  inadequate  to  sustain  a  carrier 
serving  only  that  area  and  those  others  with  which 
23046  it  has  its  principal  community  of  interest.  Those 
areas  are  the  Louisiana  area,  Texas  area,  and 
Northwest  area.  The  complementary  areas  for  each  are 
the  Northeast  and  North  Central  areas  and,  for  the  North¬ 
west  area,  the  California  area  in  addition.  It  does  not 
necessarily  follow,  however,  that  these  routes  hold  no 
future  promise  of  sustaining  a  property-only  carrier.  But 
each  of  these  areas  produces  air  freight  candidates  pre¬ 
dominantly  in  the  perishables  group — agricultural  pro¬ 
duce  and  sea  foods.  Moreover,  these  items  appear  less 
susceptible  to  rapid  development  as  air  freight  traffic  than 
high  value  per  pound  manufactures.  As  air  freight  rates 
descend  that  situation  may  be  materially  changed,  but 
the  attainment  of  such  rates  hinges  upon  specialized  air¬ 
craft  which  are  not  now  available  and  may  not  be  for  some 
time  in  the  future.  The  development  of  commodity  rates, 
while  doubtless  sound  for  establishing  better  balanced 
traffic  flows,  can  not  in  and  of  itself  augment  the  total 
movement  of  goods  to  the  extent  that  lower  costs  and  gen¬ 
eral  rate  reductions  would  result. 

It  is  accordingly  concluded  that  these  routes  should 
be  integrated  with  others  to  permit  the  development  of 
service  which  will  give  the  carriers  selected  for  the  experi¬ 
ment  a  fair  chance  of  survival. 

The  routes  stemming  from  the  Northwest  area  will  per¬ 
mit  excellent  integration  with  operations  over  a  trails- 
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continental  route  between  the  California,  North  Central, 
and  Northeast  areas.  A  middle  transcontinental  route 
operating  from  California  via  the  industrial  and  agricul¬ 
tural  mid-west  to  points  on  the  northeast  coast 
23047  would  follow  the  pattern  that  has  historically  car¬ 
ried  the  heaviest  volume  of  domestic  air  traffic.  A 
southern  transcontinental  route  connecting  the  California 
and  North  Central  areas  via  the  Texas  area,  and  the 
California  and  Northeast  areas  via  the  Texas  and  Louisi¬ 
ana  areas  will  give  a  third  transcontinental  route  of  con¬ 
siderable  strength,  competitive  in  part  with  the  other 
transcontinental  services  outlined.  North-south  routes  in 
the  eastern  part  of  the  United  States  connecting  the  North¬ 
east  and  Southeast  areas  and,  second,  the  North  Central 
area  with  the  Southeast  and  Louisiana  areas  also  appear 
strong  enough  to  warrant  operation  by  one  property-only 
carrier  for  each  route. 

Upon  the  basis  of  all  the  evidence  of  record,  it  is  found 
that  the  public  convenience  and  necessity  -warrants  certifi¬ 
cation  of  property-only  operations  over  five  routes  con¬ 
necting  the  following  general  areas: 


Route  A: 

Route  B: 
Route  C: 

Route  D: 
Route  E: 


California  —  Northwest  —  North  Central  — 
Northeast 

California  —  North  Central  —  Northeast 
California  —  Texas  —  North  Central 
California— Texas — Louisiana— Northeast 
Southeast — Louisiana — North  Central 
N  ortheast — Southeast. 


This  pattern  of  routes  will  afford  competition  between 
three  property-only  carriers  between  the  areas  of  greatest 
potential,  California — Northeast  and  California — North 
Central,  two  routes  join  the  Northeast  and  North  Central 
areas,  with  other  inter-area  services  rendered  by  a  single 
property-only  carrier. 
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In  proceeding  to  the  definition  of  these  routes  in  terms 
of  points  to  be  served  it  must  be  remembered  that  opera¬ 
tions  will  be  limited  to  inter-area  service.  While 

23048  a  number  of  points  may  be  named  for  service  in 
a  given  area,  an  economically  sound  operation 

would  serve  only  one,  or  at  the  most  only  three  or  four, 
such  points  on  a  given  flight.  Thus,  the  order  of  naming 
points  within  an  area  is  of  no  consequence.  In  order  to 
conform  with  section  401(f)  of  the  Act  certain  points  will 
be  designated  as  terminal  or  coterminal  points  and  the 
others  as  intermediate  points.  The  type  operation  en¬ 
visaged  will,  of  course,  require  authority  to  begin  or 
.  terminate  or  begin  and  terminate  trips  at  points  short  of 
terminals. 

Thus  far,  in  outlining  the  routes  found  to  be  required, 
the  areas  named  for  each  have  been  generally  stated.  It 
is  considered  that  in  areas  originating  shipments  of  per¬ 
ishables  the  extreme  distance  between  points  within  an 
area  is  of  little  economic  concern.  Seasonal  concentration 
of  demand  at  such  points  and  the  prospect  of  full  plane¬ 
load  shipments  indicates  a  sound,  economic  operation  even 
though  a  nonrevenue  flight  of  up  to  25  percent  of  the  full 
payload  flight  distance  were  required.  But  in  the  pre¬ 
dominantly  industrial  areas,  i.e.,  the  North  Central  and 
Northeast,  practical  operational  and  traffic  problems  in¬ 
dicate  that  there  may  be  some  limit  to  the  distance  between 
extreme  points  in  the  area  that  can  be  economically 
served.  Traffic  destined  for  points  in  these  industrial 
areas,  while  it  may  originate  as  a  planeload  of  produce, 
shows  prospect  of  being  destined  for  partial  delivery  to 
a  number  of  different  consuming  centers.  Traffic  originat¬ 
ing  in  the  industrial  areas,  especially  in  the  smaller  in¬ 
dustrial  cities,  will  be  made  up  of  shipments  of  smaller 
size  with  demands  for  service  spaced  intermittently 

23049  throughout  the  year.  Obviously,  for  pick-up  or 
discharge  of  a  1,000-pound  shipment,  economical 
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operations  will  not  permit  nonrevenue  mileage  as  great 
as  for  10,000  or  20,000  pounds.  Thus,  in  these  industrial 
areas  proper  route  design  calls  for  dividing  the  areas  to 
some  extent  between  the  property-only  carriers  serving 
them.  For  example,  the  extreme  points  in  the  North 
Central  area  can  be  taken  as  Milwaukee  on  the  north,  Lou¬ 
isville  on  the  south,  St.  Louis  on  the  west,  and  Cleveland 
on  the  east.  With  three  routes  serving  this  area,  all  of 
them  joining  it  with  the  California  area  and  two  going 
through  to  Northeast  points  the  area  can  be  reasonably 
divided  between  the  two  through  routes  viz.,  the  northern 
transcontinental,  route  A,  serving  Chicago  and  the  points 
generally  north  thereof,  and  the  middle  transcontinental, 
route  B,  taking  in  Chicago  and  points  reasonably  south 
thereof.  The  southern  route  via  Texas  points,  route  C, 
will  serve  the  southernmost  group  of  cities  in  that  area. 
A  somewhat  similar  division  north  and  south  of  New 
York  City  appears  advisable  in  the  northeast  area  between 
the  transcontinental  routes  A  and  B.  The  principal  centers 
of  trade,  New  York  in  the  Northeast  group  and  Chicago 
in  the  North  Central  group,  would  be  served  by  all 
property-only  carriers  operating  to  the  respective  areas 
to  facilitate  transshipment  when  required. 

California  area . — The  cities  of  Los  Angeles  and  San 
Francisco  are  both  major  centers  for  west  coast  distribu¬ 
tion  of  incoming  manufactures,  and  are  fast  growing  in 
stature  as  industrial  centers.  Each  serves  a  fertile  agri¬ 
cultural  area  as  principal  point  for  shipment  and  merit 
designation  as  coterminal  points  for  routes  A, 
23050  B,  and  C.  Long  Beach  and  Oakland  are  also  im¬ 
portant  cities  and  have  characteristics  similar  to 
Los  Angeles  and  San  Francisco.  They  are  a  part  of  the 
respective  metropolitan  areas,  and  warrant  designation 
as  intermediate  points.  Other  cities  selected  for  designa¬ 
tion  as  intermediate  points  in  the  area  are  important 
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principally  as  production  centers  for  various  agricultural 
or  horticultural  items  showing  promise  as  air  candidates. 
Such  points  are  Brawly-El  Centro,  San  Diego,  Bakers¬ 
field,  Santa  Barbara,  Fresno,  Salinas-Monterery,  Stock- 
ton,  Sacramento,  and  Thermal. 

Northwest  area . — This  area  is  served  only  on  the  rec¬ 
ommended  route  A.  Seattle,  Wash.,  and  Portland,  Oreg., 
appear  as  major  centers  of  industrial  production  and  dis¬ 
tribution.  Important  fishing  activities  center  there  and 
the  surrounding  areas  produce  agricultural  products  sub¬ 
stantially  in  excess  of  local  needs.  Other  points  which 
merit  designation  in  this  area  as  centers  of  agricultural 
production  are  Longview,  Wenatchee,  and  Yakima,  Wash. 

Texas  area. — This  area  is  recommended  for  inclusion 
on  route  C.  Fort  Worth — Dallas,  Houston,  San  Antonio, 
and  Corpus  Christi  are  major  cities  for  the  distribution 
on  incoming  manufactures  and  are  growing  centers  of 
Texas  industry.  Houston  and  Corpus  Christi  are  important 
gulf  ports  and  have  a  yearly  fishery  catch  that  appears 
to  offer  a  large  air  freight  potential.  Fort  Worth-Dallas 
and  San  Antonio  are  centers  of  agricultural  regions  pro¬ 
ducing  substantially  beyond  local  needs.  The  cities  of 
Eagle  Pass,  Laredo,  Mission,  and  Brownsville  are  all 
located  in  the  fertile  Rio  Grande  valley  and  constitute 
an  extensive  winter  garden  belt. 

23051  Louisiana  area . — Routes  C  and  D  serve  points 
in  this  area,  connecting  it  directly  with  all  the 
other  areas  except  the  Northwest.  New  Orleans  is  the 
outstanding  center  of  commercial  activity  and  a  major 
port  for  South  American  trade.  Gulf  fishing  is  an  im¬ 
portant  industry  there  and  also  in  the  cities  of  Mobile, 
Ala.,  Gulfport-Biloxi,  Miss.,  and  Morgan  City,  La. 
Baton  Rouge  and  Hammond,  La.,  are  centrally  situated  in 
major  agricultural  sections. 
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Scnctheastern  area . — Recommended  routes  D  and  E  will 
connect  this  area  with  points  in  the  industrial  northeast 
and  North  Central  areas  and  with  the  Louisiana  area. 
Principal  cities  for  industrial  activity  and  distribution 
are  Miami  and  Jacksonville,  Fla.,  Atlanta  and  Savannah, 
Ga.  Miami,  Jacksonville,  and  to  a  lesser  extent,  Savannah, 
are  important  ports  for  Caribbean  and  South  American 
trade.  An  extensive  winter  garden  area  extends  through¬ 
out  the  southern  portion  of  Florida  and  can  be  best 
served  with  air  freight  through  West  Palm  Beach,  Belle 
Glade,  Fort  Myers,  Sarasota-Bradenton,  Lakeland, 
Tampa-St.  Petersburg,  Ocala,  and  Orlando,  Fla.  Val¬ 
dosta,  Ga.,  has  sufficiently  extensive  agricultural  and 
horticultural  activity  to  be  included  also  for  service. 

North  Central  area. — Points  selected  for  service  in  the 
industrial  mid-west  are  designated  since  they  are  large 
consumers  of  the  agricultural  products  of  the  points  pre¬ 
viously  identified  and  for  potential  traffic  origination  in 
industrial  manufactures  and  parts,  store  merchandise, 
drugs  and  medicines,  periodicals,  animal  products,  and 
clothing.  Cities  so  selected  and  grouped  according 
23052  to  the  routes  which  will  serve  them  are :  route  A — 
Chicago,  Ill.,  Milwaukee,  Wis.,  Grand  Rapids  and 
Detroit,  Mich.,  South  Bend,  Ind.,  Toledo  and  Cleveland, 
Ohio;  route  B — Chicago  and  Peoria,  Ill.,  South  Bend, 
Fort  Wayne,  and  Indianapolis,  Ind.,  and  Toledo,  Cleve¬ 
land,  Akron,  Columbus,  and  Dayton,  Ohio ;  route  C — 
Chicago  and  Peoria,  Ill.,  St.  Louis,  Mo.,  South  Bend,  Fort 
Wayne,  and  Indianapolis,  Ind.,  Louisville,  Ky.,  Toledo, 
Cleveland,  Akron,  Dayton,  Columbus,  and  Cincinnati, 
Ohio,  and  Detroit,  Mich.;  and  route  D — Chicago,  Ill., 
Milwaukee,  Wis.,  Grand  Rapids  and  Detroit,  Mich.,  South 
Bend  and  Indianapolis,  Ind.,  Cleveland,  Toledo,  Columbus, 
Cincinnati,  and  Dayton,  Ohio,  and  Louisville,  Ky. 

Northeast  area. — Reasons  for  selection  of  points  in  this 
area  are  similar  to  those  enumerated  for  the  mid-west 
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cities.  Although  animal  products  are  not  an  item  pro¬ 
duced  to  any  appreciable  extent  in  this  region,  clothing 
assumes  much  greater  importance  as  an  air  candidate. 
Additional  candidates  for  traffic  origination  in  these  east 
coast  cities  are  fishery  products,  film,  records,  and  tran¬ 
scriptions.  The  points  selected  in  this  area  for  service 
by  the  various  routes  are:  route  A — New  York,  Buffalo, 
Rochester,  Binghamton,  and  Albany,  N.  Y.,  Newark,  N.  J., 
Boston,  Mass.,  Hartford,  Conn.,  and  Providence,  R.  I.; 
route  B — New  York,  N.  Y.,  Newark,  N.  J.,  Philadelphia, 
Pittsburgh,  Allentown,  and  Harrisburg,  Pa.,  Wilmington, 
Del.,  Baltimore,  Md.,  and  Washington,  D.  C.;  and  routes 
C  and  E — New  York,  Albany,  and  Binghamton,  N.  Y., 
Newark,  N.  J.,  Boston,  Mass.,  Providence,  R.  I.,  Hartford, 
Conn.,  Philadelphia,  Harrisburg,  and  Allentown,  Pa., 
Wilmington,  Del.,  Baltimore,  Md.,  and  Washington, 
23053  D.  C. 

Certain  other  points  not  included  in  those  here¬ 
tofore  designated  appear  to  warrant  inclusion  on  certain 
of  the  air  freight  routes.  Since  they  are  not  immediately 
adjacent  to  any  area  as  outlined  by  the  points  previously 
named,  and  show  potential  traffic  to  or  from  the  nearby 
areas  they  are  included  as  intermediate  points  between 
the  various  areas.  Rockland  and  Portland,  Maine,  are 
principal  landing  points  for  lobsters  and  other  sea  foods 
that  have  greatly  expanded  markets  through  air  freight. 
Their  inclusion  as  an  additional  group  of  points  on  routes 
A  and  C  will  permit  rapid  distribution  of  these  items 
throughout  the  country.  Minneapolis — St.  Paul  is  a  large 
metropolitan  center  and  warrants  inclusion  as  an  inter¬ 
mediate  point  on  route  A.  Denver,  Colo.,  similarly  is 
justified  as  an  intermediate  stop  on  route  B.  Between 
Denver  and  the  North  Central  group  of  points  on  routes 
A  and  B,  Kansas  City,  Mo.,  Omaha,  Nebr.,  and  Des 
Moines,  Iowa,  appear  to  merit  inclusion  as  a  group  to 
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afford  direct  service  to  and  from  each  of  these  cities  to 
points  in  the  California  and  North  Central  areas.  On 
route  C,  Phoenix,  Ariz.,  shows  an  adequate  potential  in 
agricultural  produce  to  be  included  in  the  experiment  as 
an  intermediate  point. 

In  addition  to  the  applications  which  propose  new  routes 
on  a  transcontinental  scale,  either  east-west  or  north- 
south,  there  are  three  proposals  of  lesser  scope.  Two 
of  these  seek  conventional  routes  linking  major  industrial 
centers  in  the  east  and  mid-west.  Air-Borne  Cargo  and 
Mutual  Aviation  applied  for  such  systems.  The  third, 
Aimews,  proposes  routes  entirely  within  the  State  of 
Texas,  to  be  served  by  an  integrated  airplane-truck 
operation. 

23054  The  routes  of  Air-Borne  Cargo  extend  from 
Newark  to  St.  Louis,  an  airline  distance  of  S72 
miles.115  The  greatest  distance  between  consecutive  stops 
is  approximately  425  miles,  the  shortest  is  82  miles.  Of 
the  27  pairs  of  points  linked  by  a  practical  routing  under 
this  proposal  all  are  now  joined  by  one-carrier  service. 
As  was  pointed  out  previously,  a  deficiency  exists  in  the 
case  presented  by  Air-Borne  Cargo.  No  economic  data 
wras  introduced  by  this  applicant  to  permit  an  evalua¬ 
tion  of  the  traffic  potential  between  the  points  proposed 
for  service.  It  is  therefore  not  possible  to  determine 
whether  the  public  convenience  and  necessity  requires 
the  services  of  a  property-only  carrier  over  that  route. 

The  routes  of  Mutual  Aviation  extend  from  Boston  to 
St.  Louis.116  Distances  between  points  range  from  219 
miles  to  464  miles.  Of  the  30  pairs  of  points  linked  by 
practical  routings  all  presently  have  one-carrier  service. 
Conventional  point-to-point  authorization  is  sought  and 
flights  would  be  scheduled  as  in  a  conventional  multiple- 
service  operation. 


115  See  map  of  Air-Borne  Cargo’s  proposed  routes  on  page  12a. 

116  See  map  of  proposed  routes  on  page  81a. 
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An  air  freight  potential  between  the  Northeast  and 
North  Central  areas  has  previously  been  found  which 
warrants  the  experimental  introduction  of  new  carriers 
in  this  territory  for  the  carriage  of  property  only.  The 
difference  between  the  routes  previously  recommended  and 
those  proposed  by  Mutual  is  that  this  applicant  would 
afford  some  service  within  the  Northeast  and  North 
Central  areas.  In  the  Northeast  area  Mutual’s 
23055  routes  would  connect  Buffalo  with  Boston,  New 
York,  and  Philadelphia  and  Pittsburgh  with  New 
Y~ork  and  Philadelphia.  In  the  North  Central  area 
property-only  links  would  be  afforded  between  Chicago 
and  Detroit,  Cleveland  and  St.  Louis,  and  between  St. 
Louis  and  Indianapolis.  Railway  Express  time  between 
these  points  was  given  by  this  applicant  as  follows : 


Hours 

Buffalo 

to 

Boston 

24 

New  York 

15 

Philadelphia 

10 

Pittsburgh 

to 

New  York 

8 

Philadelphia 

10 

Chicago 

to 

Detroit 

8 

Cleveland 

6 

St.  Louis 

15 

St.  Louis 

to 

Indianapolis 

7 

The  great  majority  of  these  route  segments  are  well 
within  the  range  of  overnight  service  by  that  rail  express. 
Mutual  pointed  to  the  great  number  of  Class  I  trucking 
companies  operating  over  the  routes  proposed,  an  average 
of  10  on  each  route  segment,  as  indicative  of  a  large 
traffic  potential.  Between  the  particular  route  segments 
set  forth  above  that  average  increases  to  approximately 
15,  with  a  high  of  32  for  the  Chicago-St.  Louis  segment 
and  a  low  of  4  for  the  Boston-Buffalo  segment.  Such  a 
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concentration  of  truck  operations  is  doubtless  an  indi¬ 
cation  of  heavy  traffic  flow.  Yet,  at  the  same  time,  it 
also  bears  out  the  general  observation  that  truck  opera¬ 
tions  have  been  especially  successful  in  the  competitive 
field  represented  by  overnight  rail  express  distance. 
23056  Mutual  has  stressed  certain  economies  present 
in  the  short-haul  movement  of  air  freight.  Pack¬ 
aging  economies  permissible  in  shipments  by  air  loom 
larger  as  the  distance  traveled  becomes  shorter.  Thus 
a  saving  of  $30  in  packaging  a  1-ton  shipment  appears  as 
an  economy  of  1  cent  a  ton-mile  on  a  3,000-mile  haul,  but 
on  a  300-mile  trip  it  amounts  to  10  cents  a  ton-mile. 
Again,  lighter  gasoline  loads  possible  on  short  flights 
permit  a  higher  payload.  It  estimated  that  a  C-47  on 
a  300-mile  flight  can  carry  2,500  pounds  more  cargo  than 
on  a  600-mile  flight.  That  these  items  tend  to  support  the 
economy  of  short-haul  air  freight  is  apparent.  However, 
no  specific  evaluation  of  the  arguments  was  presented 
weighing  the  opposed  additional  costs  of  short-haul 
operations,  i.e.,  aircraft  operating  and  personnel  costs 
attendant  upon  lower  block-to-block  speeds  and  a  higher 
ratio  of  ground  time  to  flying  time. 

In  summary,  it  appears  that  the  several  factors  which 
lead  to  a  conclusion  that  an  experimental  authorization 
is  warranted  to  test  the  concept  of  area-to-area  opera¬ 
tion  are  not  present  here.  Many  of  the  points  between 
which  service  is  proposed  are  within  range  of  overnight 
surface  transportation.  Stops  would  be  regularly  made 
regardless  of  the  amount  of  traffic  available.  Such  an 
operation  offers  nothing  other  than  specialization  that 
cannot  be  offered  by  the  presently  certificated  carriers 
of  passengers,  property,  and  mail.  That  the  multiple- 
service  carrier  would  realize  comparative  cost  economies 
as  long  as  its  total  traffic  exceeded  that  of  the  property- 
only  carrier  has  been  previously  indicated.  The  survival 
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of  a  property-only  carrier  conducting  a  conventional 
service  on  such  a  route,  completely  competitive  with 
carriers  of  passengers,  property,  and  mail,  ap- 

23057  pears  extremely  doubtful.  Accordingly,  it  is 
found  that  the  public  convenience  and  necessity 

would  not  be  served  by  such  an  authorization. 

The  proposal  of  Aimews  presents  a  somewhat  different 
problem.  This  carrier  applied  for  routes  extending  from 
San  Antonio  to  Brownsville,  which  contemplates  air 
service  to  56  cities  in  the  south  Texas  area.117  The  novel 
aspect  of  the  proposal  is  that  it  is  designed  to  offer  a 
combined  air  and  truck  operation.  In  addition  to  the  6 
cities  to  be  served  directly  by  air,  50  other  points  in  the 
general  vicinity  of  the  air  stops  would  be  afforded  co¬ 
ordinated  service  through  the  use  of  trucking  facilities 
to  be  owned  and  operated  by  the  applicant  company. 
Of  the  6  cities  to  be  served  directly  by  air,  1  of  them, 
Beeville,  with  a  1940  population  of  6,7S9,  is  presently 
uncertificated.  Of  the  50  truck-stop  points  only  3  are 
authorized  for  air  service.  The  population  of  the  re¬ 
maining  47  points  totals  in  excess  of  90,000  people.  In 
view  of  the  individual  size  of  each  of  the  latter  points 
it  is  conjectural  whether  they  would  receive  any  type 
of  air  service  in  the  immediate  future. 

23058  The  area  south  of  San  Antonio  is  generally 
termed  the  “magic  valley.”  Due  to  the  great  fertil¬ 
ity  of  the  soil  the  region  has  become  widely  renowned  for 
such  citrus  crops  as  grapefruit  and  oranges,  which  during 

117  See  map  of  Aimews*  routes  on  page  168a.  This  applicant’s  formal 
application  filed  with  the  Board  and  the  exhibits  submitted  at  the  hearing 
in  support  thereof  conflict  with  respect  to  three  of  the  points  named. 
McAllen  and  Mercedes  are  named  in  the  application  as  an  air  stop  and  a 
truck  stop,  respectively,  whereas  the  exhibits  list  these  stops  in  reverse 
order.  The  city  of  Kingsville,  included  as  an  air  stop  in  the  exhibits,  was 
omitted  entirely  from  the  application.  Since  no  amendment  to  the  appli¬ 
cation  was  submitted  correcting  these  discrepancies,  the  proposal  will  be 
considered  as  originally  filed. 
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the  1944-1945  season  were  valued  in  excess  of  $37,000,000. 
The  area  also  contributes  substantially  to  the  country’s 
economy  with  other  large  crops,  viz.,  cotton,  tangerines, 
lemons,  and  limes,  as  well  as  in  the  cattle  raising  and  oil 
industries.  Many  additional  items  are  raised  in  major 
quantities  which  are  readily  adaptable  for  air  cargo  ship¬ 
ment,  such  as  poultry,  truck  garden  produce,  seafoods, 
and  cut  flowers.  It  would  appear  that  this  territory  offers 
a  rich  potential  market  for  an  experimental  air  freight 
operation. 

The  one  disadvantage  would  seem  to  be  that  the  pre¬ 
dominantly  northbound  flow  of  goods  wrould  result  in  an 
unhealthy  traffic  unbalance.  However,  the  evidence  here 
shows  that  this  element  would  not  handicap  the  opera¬ 
tions  of  Airnews  since  it  is  already  assured  of  a  high 
load  factor  on  southbound  schedules  by  reason  of  the 
agreements  with  its  parent  company — Express  Publish¬ 
ing  Company — for  the  carriage  of  newspapers  to  points 
on  the  proposed  system  south  of  San  Antonio. 

On  brief  Braniff  argues  that  before  surface  operations 
to  the  truck-stop  points  could  be  inaugurated  certificates 
would  first  have  to  be  obtained  from  the  Interstate  Com¬ 
merce  Commission  and  the  Texas  Railroad  Commission, 
and  that  favorable  action  on  this  application  would  ac¬ 
cordingly  place  the  Board  in  the  position  of  doing 
23059  a  “useless  thing.”  Conceding,  without  admitting 
the  efficacy  of  this  contention,  it  w’ould  seem  anoma¬ 
lous  for  the  Board  to  be  required  to  wait  upon  actions  by 
other  regulatory  agencies  before  authorizing  air  service 
found  to  be  required  by  the  public  convenience  and  neces¬ 
sity,  even  though  the  ultimate  destination  of  the  particular 
shipments  moving  by  air  required  that  some  portion  of 
the  operation  utilize  surface  facilities.  If  the  assent  of 
other  agencies  is  in  fact  required  the  burden  of  perform¬ 
ing  the  additional  steps  rests  w’ith  the  carrier. 

While  the  evidence  show’s  that  the  public  convenience 
and  necessity  would  be  served  by  the  certification  of  the 
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above  routes,  at  least  for  an  experimental  period,  the 
data  of  record  is  not  sufficient  to  establish  the  need  for 
additional  air  mail  service  in  this  area.  The  evidence 
submitted  by  the  applicant  of  a  mail  survey  test,  which 
involved  the  timing  of  delivery  of  letters  mailed  from 
various  communities  proposed  for  service  to  such  cities 
as  Dallas,  Los  Angeles,  New  Orleans,  Chicago,  and  New 
York,  does  not  support  the  contention  that  the  existing 
service  is  inadequate.  Other  evidence  relating  to  the  air 
mail  potential  is  similarly  lacking  in  persuasiveness,  par¬ 
ticularly  in  view’  of  the  testimony  of  a  representative  of 
the  Post  Office  Department  who  stated  that  although  the 
Department  w’as  very  much  interested  in  this  applica¬ 
tion  it  had  made  no  study  of  it  and  accordingly  could  not 
express  any  opinion  w’ith  respect  to  the  merits  of  the  pro¬ 
posal.  Moreover,  the  service  to  the  50  communities  pro¬ 
posed  to  be  served  as  truck  stops  would,  in  any 
23060  event,  require  the  award  by  the  Post  Office  De¬ 
partment  to  the  applicant  of  contracts  for  “star 
routes.”  If  that  Department,  after  further  study  of  the 
proposal,  reaches  the  conclusion  that  mail  service  is  re¬ 
quired  by  the  truck-stop  communities,  it  could  aw’ard  the 
necessary  star  route  contracts  and  petition  the  Board, 
under  section  401  (n)  of  the  Act,  that  the  air-stop  cities 
be  designated  for  mail  service. 

In  view’  of  the  foregoing  and  all  the  evidence  of  record, 
it  is  found  that  Aimewrs  should  be  granted  a  certificate 
for  the  carriage  of  property  only  along  the  proposed 
routes.  Because  of  the  unusual  nature  of  the  service  and 
the  fact  that  the  majority  of  the  cities  w’ill  be  served  by 
tracks  operating  between  the  respective  truck-stop  and 
air-stop  points,  it  is  suggested  that  the  certificate  name 
as  terminal  and  intermediate  points  only  the  air-stop 
cities.  Since  the  need  for  this  service  is  founded  in  large 
part  upon  the  desirability  of  affording  to  the  smaller  com- 
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munities  an  all-property  air  service,  it  will  be  expected 
that  Airnews  will  x>rovide  such  communities  with  ade¬ 
quate  service.  In  view  of  the  fact  that  the  authorization 
granted  will  be  for  only  a  temporary  period,  the  Board, 
at  the  expiration  of  that  time  will  be  able  not  only  to 
assess  the  value  of  the  service  but  will  also  have  an  op¬ 
portunity  to  examine  into  the  adequacy  of  it. 

Accordingly,  it  is  found  that  Airnews  should  be  author¬ 
ized  to  conduct  all-property  operations  over  the  follow¬ 
ing  routes:  (a)  between  the  terminal  point  San  Antonio, 
the  intermediate  point  Beeville,  and  the  terminal 

23061  point  Corpus  Christi,  Tex.,  and  (b)  between  the 
terminal  point  San  Antonio,  the  intermediate  points 

McAllen  and  Harlingen,  and  the  terminal  point  Browns¬ 
ville,  Tex.  For  reasons  stated  previously,  it  is  further 
found  that  the  certificate  to  be  issued  for  the  above  routes 
should  be  limited  to  an  experimental  period  of  3  years. 

Selection  of  carriers. — As  indicated  in  more 

23062  detail  previously,  the  six  routes  which  have  been 
found  to  warrant  experimental  all-property  opera¬ 
tion,  will  not,  at  least  in  the  initial  stages,  support  more 
than  one  carrier  over  each  system.  In  selecting  the  car¬ 
riers  to  operate  the  services  it  is  necessary  to  weigh,  in 
the  light  of  the  record,  the  various  factors  relating  to  the 
comparative  public  interest.  In  this  connection  the  Board 
has  said:118 

“The  solution  of  these  questions  of  course  must  be 
in  accord  with  the  mandate  of  the  statute  which  re¬ 
quires  the  Board  to  consider  among  other  things  the 
development  of  a  system  properly  adapted  to  the 
present  and  future  needs  of  the  foreign  and  domestic 
commerce  of  the  United  States,  of  the  Postal  Service, 
and  of  the  national  defense.  The  Act  also  requires 


IIS  Eastern  A.  L.  ct  al..  Great  Lakes- Florida,  6  C.  A.  B.  429,  438  (1945). 
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the  Board,  in  exercising  its  powers  thereunder,  to 
foster  sound  economic  conditions  in  air  transporta¬ 
tion;  to  improve  the  relations  between  and  coordinate 
transportation  by  air  carriers;  and  to  maintain  com¬ 
petition  to  the  extent  necessary  to  assure  the  develop¬ 
ment  of  a  sound  system.” 

The  routes  proposed  by  Airnews  between  San  Antonio 
and  points  south  thereof  within  the  State  of  Texas  are 
being  recommended  for  temporary  operation.  No  other 
applicant  requested  authorization  conforming  to  any  extent 
with  the  proposals  found  to  be  required.  Moreover,  the 
finding  of  public  convenience  and  necessity  was  supported 
in  some  measure  by  the  fact  that  adequate  southbound 
loads  would  be  assured.  Airnews  appears  to  be  the  only 
applicant  which  can  guarantee  a  high  load  factor  on  such 
schedules.  It  has  presented  a  satisfactory  plan  of  opera¬ 
tion  and  is  adequately  financed.  Accordingly,  it  is  found 
that  Airnews  is  fit,  willing,  and  able,  and  should 
23063  be  authorized,  to  conduct  the  services  found  to  be 
required  by  the  public  convenience  and  necessity. 

The  five  remaining  routes  are  each  transcontinental  in 
scope,  three  generally  operating  in  an  east-west  direction 
and  two  north-south  in  the  eastern  part  of  the  United 
States.  All  of  the  other  applicants,  with  the  exception 
of  Air-Borne  Cargo  and  Mutual,  have  requested  certifica¬ 
tion  over  routes  reasonably  conforming  to  one  or  more  of 
those  recommended. 

With  respect  to  the  proposals  of  Air-Borne  Cargo,  it  has 
been  pointed  out  previously  that  this  applicant  failed  to 
support  with  any  evidence  whatsoever  the  economic  need 
for  the  routes  it  has  requested.  As  of  the  hearing,  Mutual 
had  not  initiated  any  air  freight  operations.  The  nucleus 
of  its  proposed  organization  was  completing  arrangements 
for  an  intrastate  cargo  operation  between  Buffalo  and  New 
York  City.  Mutual’s  paid-in  capital  at  that  time  was 
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slightly  in  excess  of  $100,000.  While  both  Air-Borne  Cargo 
and  Mutual,  on  the  basis  of  their  showing  of  financial 
ability,  plan  of  operations,  etc.,  might  conceivably  be  con¬ 
sidered  for  routes  other  than  those  specifically  proposed, 
it  is  believed  that  a  comparative  appraisement  of  the  fit¬ 
ness  and  ability  of  both  applicants  indicates  that  the  public 
interest  will  be  best  served  by  the  certification  of  other 
applicants  who  have  demonstrated  in  considerably  more 
detail  a  greater  ability  to  operate  the  services  found  to  be 
required. 

Mutual  also  filed  an  application  in  Docket  No.  2163  seek¬ 
ing  approval  of  certain  relationships  that  would  come 
within  the  scope  of  section  408  of  the  Act  if  that 
23064  applicant  were  awarded  a  certificate.  It  was  sug¬ 
gested  at  the  hearing  that  that  application  might 
become  moot  shortly  thereafter  with  abandonment  by  Mu¬ 
tual  of  its  airport  operation.  But,  in  any  event,  in  view 
of  the  above  findings,  it  is  not  necessary  to  pass  upon  the 
merits  of  the  section  408  application  at  this  time.  It  will 
be  accordingly  recommended  that  Docket  No.  2163  be  dis¬ 
missed. 

The  proposals  of  the  remaining  11  applicants  fall  gener¬ 
ally  within  the  scope  of  one  or  more  of  the  recommended 
experimental  operations.  American  Air  Express,  Slick, 
California  Eastern,  U.  S.  Airlines,  Air  Cargo  Transport, 
Willis,  Calasia,  PCA,  and  the  Flying  Tiger  Line  have  pro¬ 
posed  east-west  transcontinental  operations.  U.  S.  Air¬ 
lines,  Air  Cargo  Transport,  Willis,  and  Flamingo  have 
requested  certification  of  north-south  operations  in  the 
eastern  portion  of  the  country.  The  application  of  Lone 
Star  covers  a  substantial  part  of  the  southern  transcon¬ 
tinental  route. 

East-west  applicants. — Subsequent  to  the  hearing  Lone 
Star  was  adjudicated  a  bankrupt  in  the  District  Court  of 
the  United  States,  Dallas  Division,  Northern  District  of 
Texas.119  Under  such  circumstances  the  evidence  of  record 


119  Action  No.  4153  in  bankruptcy. 
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relating  to  the  financial  condition  of  this  applicant  does 
not  sufficiently  meet  the  statutory  requirements  to  permit 
a  finding  that  it  is  fit,  willing,  and  able.  No  request  was 
received  from  either  the  applicant  or  its  receiver  in  bank¬ 
ruptcy  for  further  hearing  to  reestablish  its  case  with  re¬ 
spect  to  its  financial  ability  to  conduct  the  proposed 
operations. 

23065  On  the  basis  of  the  foregoing  Lone  Star  Air 
Cargo  Lines  is  found  not  fit,  willing,  and  able  to 
render  the  services  it  has  proposed. 

In  an  earlier  section  herein  relating  to  the  evidence  sub¬ 
mitted  by  Air  Cargo  Transport  it  was  noted  that  this  ap¬ 
plicant  recognized  the  need  for  interim  financing.  During 
the  course  of  the  hearing  it  had  agreed  to  submit  evidence 
of  such  revised  financial  status  in  a  supplemental  exhibit, 
a  later  balance  sheet,  but  such  data  have  not  been  received. 
Consequently  the  financial  ability  of  this  applicant  to  initi¬ 
ate  operations  such  as  were  proposed  must  be  evaluated 
on  the  basis  of  its  balance  sheet  for  November  30,  1946. 
That  statement  showed  current  assets  of  $169,196.18  and 
current  liabilities  of  $300,720.33.  With  a  deficit  for  the  11 
months  of  operation  to  November  30,  1946,  of  $651,610.44, 
the  prospects  of  attracting  new  capital  of  between  4  and  5 
million  dollars  appear  very  poor.  It  is  accordingly  found 
that  Air  Cargo  Transport  Corporation  is  not  fit,  willing, 
and  able  to  perform  the  transportation  proposed. 

The  application  of  American  Air  Express,  Calasia,  and 
PCA  seek  route  authorizations  that  are  entirely  conven¬ 
tional  in  character.  Moreover,  each  of  these  applicants, 
both  during  the  course  of  the  hearing  and  on  brief,  ex¬ 
pressed  its  conviction  that  the  area-type  service  concept 
was  not  only  impossible  of  certification  under  the  terms  of 
the  Act  but  that  it  was  also  economically  unsound.  This 
situation,  in  which  the  service  found  to  be  required  differs 
in  nature  from  that  proposed,  is  analogous  to  the  situation 
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which  confronted  the  Board  in  the  T  exas-Oklahoma  Case , 
where  an  applicant  was  rejected  in  favor  of  another 
23066  applicant  whose  proposals  more  nearly  resembled 
the  type  of  service  fonnd  to  be  required  by  the 
public  convenience  and  necessity.  In  that  case  the  Board 
said  :120 

“The  application  of  Community  Air  Service  proposes 
a  series  of  loops  out  of  Fort  Worth  which  cover  most 
of  the  State  of  Texas.  Its  application  would  provide 
sufficient  latitude  to  permit  certification  along  the 
routes  which  we  have  found  required.  Nevertheless, 
in  view  of  the  fact  that  its  plans  were  predicated  upon 
a  different  type  of  operation  while  there  are  others 
who  have  requested  linear  routes  of  the  nature  which 
we  are  authorizing,  we  are  of  the  opinion  that  the  ap¬ 
plicant,  Community  Air  Service,  should  not  operate 
the  service  authorized.” 

In  view  of  the  facts  of  record  in  the  instant  case  it  would 
appear  that  the  above  reasoning  is  a  fortiori  applicable. 

As  of  the  time  of  hearing,  American  Air  Express  was 
conducting  a  contract  freight  operation  on  a  relatively 
small  scale  as  compared  to  activities  of  other  applicants. 
'While  Mr.  Lambert,  the  president  and  sole  stockholder 
of  the  company,  has  a  varied  experience  in  aviation,  dat¬ 
ing  from  1930,  and  other  officers  demonstrated  qualifica¬ 
tions  suitable  for  their  functions,  the  total  complement  of 
such  personnel  is  small  and  would  be  less  able  to  handle 
operations  over  the  routes  required  than  those  of  several 
other  applicants. 

Calasia  Air  Transport,  as  of  the  hearing,  was  essentially 
a  one-man  company  owing  to  its  inability  to  purchase 
sufficient  aircraft  of  the  type  desired  to  commence  opera¬ 
tions  under  its  plan.  Other  officers  and  key  personnel  were 


120  7  C.  A.  B.  4S1,  527  (1946). 
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largely  in  the  employ  of  other  companies.  The  plan  of 
operations  was  well  presented  and  appeared  sound. 

23067  But  the  route  sought  by  Calasia,  linking  only  six 
of  the  major  cities  in  the  United  States,  indicates 

a  company  philosophy  which  was  frequently  described 
during  the  hearing  as  “cream  skimming.”  The  more  mature 
duty  of  serving  the  shipping  public  between  points  on  the 
routes  recommended  should  be  entrusted  to  other  appli¬ 
cants  who,  it  is  believed,  have  recognized  a  broader  re¬ 
sponsibility. 

PCA  strongly  denounced  the  area  service  concept.  Yet, 
in  requesting  a  conventional  route  authorization  over  major 
portions  of  the  routes  of  United,  American,  and  Eastern, 
it  recognized  that  its  proposed  freight  operation  would  be 
at  an  economic  disadvantage  in  competition  with  these 
carriers  at  every  point  beyond  PCA’s  present  system. 
Even  accepting  at  full  value  the  argument  advanced  by 
PCA,  to  the  effect  that  it  is  compelled  to  operate  under  a 
competitive  disadvantage  with  the  so-called  Big  Four,  it 
does  not  appear  that  favorable  action  on  this  application 
would  prove  to  be  the  solution  to  its  problem. 

The  selection  of  PCA  to  operate  one  of  the  recommended 
routes,  even  assuming  an  earnest  effort  to  render  a  de¬ 
mand  type  service  such  as  is  envisaged  in  the  design  of 
the  recommended  routes,  shows  little  promise  of  adding 
anything  of  value  to  the  experiment.  The  conventional 
service  and  the  demand  type  service  do  not  appear  well 
adapted  for  integration.  If  some  integration  were 
achieved,  it  appears  probable  that  the  derivation  of  reli¬ 
able  cost  data  showing  resultant  benefits,  if  any,  would  be 
seriously  hindered  by  attendant  questions  of  cost  alloca¬ 
tion. 

23068  In  the  recently  decided  Boston-New  York - 
Atlanta-New  Orleans  Case 121  the  Board  found  PCA 


121  Decided  January  27,  1948,  p.  32  of  mimeograph  opinion. 
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fit,  willing,  and  able  to  perform  the  expanded  services 
therein  authorized  even  in  view  of  that  carrier’s  recent 
financial  difficulties.  In  this  proceeding  PCA  has  offered 
no  evidence  as  to  how  it  would  obtain  the  much  greater 
amount  of  capital  that  would  be  required  for  carrying  out 
its  proposal.  But  it  appears  unnecessary  to  weigh  PCA’s 
fitness  in  that  respect  since  other  factors  hereinbefore  dis¬ 
cussed  require  the  selection  of  other  applicants  in  prefer¬ 
ence  to  PCA. 

The  remaining  applicants  for  the  east-west  transconti¬ 
nental  routes,  Slick,  California  Eastern,  Flying  Tiger  Line, 
U.  S.  Airlines,  and  Willis,  have  each  espoused,  in  varying 
degrees,  the  area  service  concept.  U.  S.  Airlines  and  Willis 
have  both  operated  some  service  to  the  west  coast,  but 
show  a  much  greater  effort  in  the  area  east  of  the  Missis¬ 
sippi.  U.  S.  Airlines  has  its  main  operating  base  in  Florida. 
These  factors,  plus  some  resultant  superiority  of  Slick, 
California  Eastern,  and  The  Flying  Tiger  Line  in  the  de¬ 
tail  of  their  planning  for  the  east-west  transcontinental 
services  leads  to  the  selection  of  the  latter  applicants  for 
those  routes. 

In  choosing  between  these  three  applicants  for  the  speci¬ 
fic  routes  there  is  little,  apart  from  past  operations,  on 
which  to  base  a  selection.  Each  of  the  carriers  has  pre¬ 
sented  plans  tending  to  support  the  assumption  that  the 
services  will  be  conducted  on  a  sound  basis.  Each  has  also 
submitted  data  showing  that  it  has  adequate  financial 
backing.  There  appears 

23069  Tiger  Line  are  fit,  willing,  and  able  to  perform  the 
proposed  operations. 

Slick  originally  based  its  operation  in  Texas,  and  stressed 
the  future  potential  of  that  area.  The  flying  Tiger  Line 
has  been  based  in  California  since  the  start  of  its  opera¬ 
tions  and  its  past  activities  on  the  west  coast  would  appear 
to  give  it  some  slight  advantage  in  serving  the  northwest 
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group  of  points.  All  three  of  these  applicants  have  shown 
extensive  operations  between  points  in  California,  the 
North  Central  cities,  and  the  Northeast.  Accordingly,  The 
Flying  Tiger  Line  is  recommended  for  route  A,  the  north¬ 
ern  route,  California  Eastern  is  recommended  for  the 
middle  transcontinental  route  B,  and  Slick  is  recommended 
for  the  southern  route  C. 

Applicants  remaining  for  consideration  for  the  north- 
south  routes  in  the  eastern  part  of  the  country,  viz.,  D 
and  E,  are  U.  S.  Airlines,  Willis,  and  Flamingo.  Each  of 
these  three  applicants  commenced  contract  or  nonscheduled 
operations  early  in  1946  and  was  conducting  a  fairly  ex¬ 
tensive  service  at  the  time  of  the  hearing.  The  applica¬ 
tion  of  each  seeks  authority  to  conduct  operations  in  the 
manner  that  will  permit  the  type  of  service  that  has  been 
found  to  warrant  an  experimental  authorization. 

The  officers  of  the  U.  S.  Airlines  show  a  long  period  of 
activity  in  aviation.  Mr.  Play  ford’s  experience  dates  back 
to  World  War  I,  while  other  officers  of  the  company  have 
years  of  experience  prior  to  World  War  II  with  other  air 
carriers.  Air  transport  qualifications  of  the  officers 
23070  of  Willis  and  Flamingo  date  generally  from  mili¬ 
tary  activities  in  the  recent  World  War. 

The  executive  vice  president  for  Willis  served  as  a 
flight  officer  with  American  Airlines  prior  to  the  war.  The 
president  of  Flamingo,  Mr.  Grabenstatter,  was  in  the  in¬ 
vestment  banking  business  prior  to  his  association  with 
this  carrier.  Mr.  Grabenstatter  is  serving  as  temporary 
president  of  Flamingo  only  until  such  time  as  the  company 
may  be  certificated. 

Plans  for  the  conduct  of  certificated  operations  were 
based  for  Willis  on  the  employment  of  DC-4  aircraft,  for 
IT.  S.  Airlines,  on  the  use  of  some  C-47  planes  and  some 
C-54’s  or  Martin  202’s,  and  for  Flamingo  on  the  use  of 
C-47’s.  While  under  the  Act  such  plans  can  not  be  bind- 
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in g  upon  any  applicant  awarded  a  certificate  they  are  in¬ 
dicative,  to  some  extent,  of  the  philosophy  of  the  com¬ 
panies  concerned.  The  indicated  approach  of  Flamingo 
appears  to  be  the  least  enterprising  of  the  three  applicants 
in  the  matter  of  investing  new  capital  in  more  economical 
equipment  to  develop  the  traffic  potential.  While  Fla¬ 
mingo  asserted  that  it  would  be  willing  to  accept  a  certifi¬ 
cate  without  mail  pay,  it  nevertheless  argues  that  the  pub¬ 
lic  interest  justifies  the  Government  in  sharing  the  risks 
of  the  experiment,  through  mail  pay,  so  that  the  freight 
rates  will  not  have  to  reflect  the  full  cost  of  operations. 

In  selecting  a  carrier  to  operate  these  routes  considera¬ 
tions  of  operating  and  managerial  efficiency  must  not,  of 
course,  be  overlooked.  However,  the  period  of  operations 
covered  by  the  evidence  of  record  involved  only  the  initial 
development  of  the  services  and  can  not  be  deemed  to  be 
conclusive.  Prior  to  the  decision  in  this  case  the  Board 
should  have  before  it  much  additional  material  relating 
to  the  overall  efficiency  of  the  various  applicants  as  re¬ 
flected  from  data  required  to  be  submitted  under  section 
292.5  of  the  Economic  Regulations. 

23071  While  the  choice  between  U.  S.  Airlines,  Willis 
and  Flamingo  represents  a  close  and  difficult 
question  it  is  believed  that  on  the  basis  of  factors  relating 
to  the  comparative  public  interest  U.  S.  Airlines  and  Willis 
should  be  selected  to  operate  the  remaining  routes.  Each 
has  demonstrated  a  carefully  devised  plan  of  operations, 
an  adequate  financing  program,  and  has  available  a  well 
qualified  staff  of  officers  and  employees  to  conduct  the 
service. 

There  is  again  little  of  record  to  determine  the  choice 
of  either  of  these  applicants  as  between  the  routes.  But 
since  Willis  has  centered  its  operations  and  activities  at 
New  York,  and  is  operating  ground  handling  and  mainte¬ 
nance  services  for  several  other  air  freight  operators  at 
Teterboro  airport,  such  activity  can  be  best  continued  by 
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designating  Willis  for  the  recommended  route  E  and  U.  S. 
Airlines  for  route  D. 

Recommendations 

In  accordance  with  the  foregoing  findings  and  conclu¬ 
sions,  and  upon  the  basis  of  all  the  facts  of  record,  it  is 
recommended  that  the  Board  find  that  the  public  conve¬ 
nience  and  necessity  require: 

1.  That  The  Flying  Tiger  Line,  Inc.,  be  authorized  to 
engage  in  air  transportation  of  property  between  any 
point  in  the  following  groups  of  points  and  any  point  in 
any  other  group : 

(a)  the  coterminal  points  Los  Angeles/San  Francisco, 
the  intermediate  points  Bakersfield,  Brawley-El  Centro, 
Fresno,  Long  Beach,  Oakland,  Sacramento,  Salinas-Mon- 
terey,  San  Diego,  Santa  Barbara,  Stockton,  and  Thermal; 

(b)  the  intermediate  points  Longview,  Portland,  Se¬ 
attle,  Wenatchee,  and  Yakima; 

(c)  the  intermediate  point  Minneapolis-St.  Paul; 

(d)  the  intermediate  points  Des  Moines,  Kansas  City, 
and  Omaha; 

(e)  the  intermediate  points  Chicago,  Cleveland,  Detroit, 

Grand  Rapids,  Milwaukee,  South  Bend  and  Toledo. 
23072  (f)  the  intermediate  points  Albany,  Bingham¬ 

ton,  Boston,  Buffalo,  Hartford,  New  York,  Newark, 
Providence,  and  Rochester. 

(g)  the  coterminal  points  Portland/Rockland. 

2.  That  California  Eastern  Airways,  Inc.,  be  author¬ 
ized  to  engage  in  air  transportation  of  property  between 
any  point  in  the  following  groups  of  points  and  any  point 
in  any  other  group: 

(a)  the  coterminal  points  Los  Angeles/San  Francisco, 
the  intermediate  points  Bakersfield,  Brawley-El  Centro, 
Fresno,  Long  Beach,  Oakland,  Sacramento,  Salinas-Mon- 
terey,  San  Diego,  Santa  Barbara,  Stockton,  and  Thermal; 
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(b)  the  intermediate  point  Denver; 

(c)  the  intermediate  points  Des  Moines,  Kansas  City, 
and  Omaha; 

(d)  the  intermediate  points  Akron,  Chicago,  Cleveland, 
Columbus,  Dayton,  Fort  Wayne,  Indianapolis,  Peoria, 
South  Bend,  and  Toledo; 

(e)  the  intermediate  points  Allentown,  Baltimore,  Har¬ 
risburg,  Newark,  Philadelphia,  Pittsburgh,  Washington, 
and  Wilmington,  and  the  terminal  point,  New  York. 

3.  That  Slick  Airways,  Inc.,  be  authorized  to  engage 
in  air  transportation  of  property  (1)  between  any  point 
in  the  following  groups  of  points  and  any  point  in  any 
other  group: 

(a)  the  coterminal  points  Los  Angeles/San  Francisco, 
the  intermediate  points  Bakersfield,  Brawley-El  Centro, 
Fresno,  Long  Beach,  Oakland,  Sacramento,  Salinas-Mon- 
terey,  San  Diego,  Santa  Barbara,  Stockton,  and  Thermal; 

(b)  the  intermediate  point  Phoenix; 

(c)  the  intermediate  points  Brownsville,  Corpus  Christi, 
Eagle  Pass,  Fort  Worth-Dallas,  Houston,  Laredo,  Mis¬ 
sion,  and  San  Antonio; 

(d)  the  intermediate  points  Akron,  Cincinnati,  Cleve¬ 
land,  Columbus,  Dayton,  Detroit,  Fort  Wayne,  Indian¬ 
apolis,  Louisville,  Peoria,  St.  Louis,  South  Bend,  and  To¬ 
ledo  and  the  terminal  point  Chicago; 

23073  and  (2)  between  any  point  in  the  following  groups 
of  points  and  any  point  in  any  other  group: 

(a)  the  coterminal  points  Los  Angeles/San  Francisco, 
the  intermediate  points  Bakersfield,  Brawley-El  Centro, 
Fresno,  Long  Beach,  Oakland,  Sacramento,  Salinas-Mon- 
terev,  San  Diego,  Santa  Barbara,  Stockton,  and  Thermal; 

(b)  the  intermediate  point  Phoenix; 

(c)  the  intermediate  points  Brownsville,  Corpus  Christi, 
Eagle  Pass,  Fort  Worth-Dallas,  Houston,  Laredo,  Mis¬ 
sion,  and  San  Antonio ; 
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(e)  the  intermediate  points  Baton  Rouge,  Gulfport- 
Biloxi,  Hammond,  Mobile,  Morgan  City,  and  New  Orleans ; 

(f)  the  intermediate  points  Albany,  Allentown,  Balti¬ 
more,  Binghamton,  Boston,  Harrisburg,  Hartford,  New 
York,  Newark,  Philadelphia,  Providence,  Washington  and 
Wilmington ; 

(g)  the  coterminal  points  Portland/Rockland. 

4.  That  IT.  S.  Airlines  Inc.,  be  authorized  to  engage  in 
air  transportation  of  property  between  any  point  in  the 
following  groups  of  points  and  any  point  in  any  other 
group: 

(a)  the  terminal  point  Miami,  intermediate  points  At¬ 
lanta,  Belle  Glade,  Fort  Myers,  Jacksonville,  Lakeland, 
Ocala,  Orlando,  Sarasota-Bradenton,  Savannah,  Tampa-St. 
Petersburg,  Valdosta,  and  West  Palm  Beach; 

(b)  the  intermediate  points  Baton  Rouge,  Gulfport- 
Biloxi,  Hammond,  Mobile,  Morgan  City,  and  New  Orleans; 

(c)  the  intermediate  points  Akron,  Chicago,  Cincinnati, 
Cleveland,  Columbus,  Dayton,  Detroit,  Grand  Rapids,  In¬ 
dianapolis,  Louisville,  Milwaukee,  and  South  Bend; 

(d)  the  terminal  point  Minneapolis-St.  Paul. 

5.  That  Willis  Air  Service,  Inc.,  be  authorized  to  en¬ 
gage  in  air  transportation  of  property  between  any  point 
in  the  following  groups  of  points  and  any  point  in  any 

other  group : 

23074  (a)  the  terminal  point  Miami,  intermediate 

points  Atlanta,  Belle  Glade,  Fort  Meyers,  Jackson¬ 
ville,  Lakeland,  Ocala,  Orlando,  Sarasota-Bradenton,  Sa¬ 
vannah,  Tampa-St.  Petersburg,  Valdosta,  and  West  Palm 
Beach; 

(b)  the  intermediate  points  Albany,  Allentown,  Balti¬ 
more,  Binghamton,  Boston,  Harrisburg,  Hartford,  Newark, 
Philadelphia,  Providence,  Washington,  and  Wilmington, 
and  the  terminal  point  New  York. 

6.  That  the  certificate  issued  to  The  Flying  Tiger  Line, 
Inc.,  California  Eastern  Airways,  Inc.,  Slick  Airways, 
Inc.,  U.  S.  Airlines,  Inc.,  and  Willis  Air  Service,  be  subject 
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to  the  condition  that  the  carriage  of  traffic  between  any 
two  or  more  points  in  the  same  group  of  points  be  pro¬ 
hibited. 

7.  That  Aimews,  Inc.,  be  authorized  to  engage  in  air 
transportation  of  property: 

(a)  between  the  terminal  point  San  Antonio,  the  inter¬ 
mediate  point  Beeville,  and  the  terminal  point  Corpus 
Christi;  and 

(b)  between  the  terminal  point  San  Antonio,  the  inter¬ 
mediate  points  McAllen  and  Harlingen,  and  the  terminal 
point  Brownsville. 

8.  That  each  of  the  above  stated  applicants  is  a  citizen 
of  the  United  States  within  the  meaning  of  the  Civil  Aero¬ 
nautics  Act  of  1938,  as  amended,  and  is  fit,  willing,  and 
able  to  perform  the  services  recommended  and  to  conform 
to  the  provisions  of  the  Act  and  the  rules,  regulations,  and 
requirements  of  the  Board  thereunder. 

9.  That  each  of  the  certificates  to  be  issued  be  limited 
to  a  temporary  period  of  3  years. 

10.  That  the  application  of  Mutual  Aviation,  Inc., 
Docket  No.  2163  should  be  dismissed. 

11.  That  the  applications  should  in  all  other  respects 

be  denied. 

23075  APPENDIX 

Applications  as  prosecuted  by  the  applicants  in 
the  proceeding  are  as  follows: 

Air  Borne  Cargo  Lines ,  Inc. — Docket  No.  1675 
Property 

Route  A 

Between  the  terminal  points  Newark,  N.  J.,  and  St. 
Louis,  Mo.,  via  the  intermediate  points  Philadelphia, 
Pa.,  Cleveland,  Ohio,  Detroit,  Mich.,  and  Chicago,  Ill. 

Route  B 

Between  the  terminal  points  Newark,  N.  J.,  and  St. 
Louis,  Mo.,  via  the  intermediate  points  Philadelphia, 
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Pa.,  Baltimore,  Md.,  Cincinnati,  Ohio  and  Indian¬ 
apolis,  Ind. 

American  Air  Express  Corp. — Docket  No.  2153 
Property  and  mail,  or  mail  limited  to  parcel  post. 
Between  the  terminal  point  Newark,  N.  J.,  to  the  stag¬ 
ing  point  Chicago,  Ill.,  via  (a)  the  intermediate  points 
Cleveland,  Ohio,  and  Detroit,  Mich.,  and  (b)  via  the 
intermediate  points  Philadelphia,  Pittsburgh,  Pa., 
Akron,  Toledo,  Ohio  and  South  Bend,  Ind.,  and  from 
Chicago,  Ill.,  via  the  intermediate  points  Moline,  I1L, 
Des  Moines,  Iowa,  Omaha,  North  Platte,  Neb.,  Chey¬ 
enne,  Wyo.,  to  the  staging  point  Salt  Lake  City,  Utah, 
from  Salt  Lake  City,  to  the  coterminal  point  San 
Francisco,  Calif.,  via  the  intermediate  point  Reno, 
Nev.,  and  from  Salt  Lake  City,  to  the  coterminal  point 
Los  Angeles,  Calif.,  via  the  intermediate  point  Las 
Vegas,  Nev. 

Slick  Airways ,  Inc. — Docket  No.  2243 
Property’ 

Route  A 

Between  the  Texas  area,  including  Brownsville,  Har¬ 
lingen,  Mission,  Corpus  Christi,  Port  La  Vaca,  Laredo, 
Eagle  Pass,  San  Antonio,  Houston,  Dallas  and  Fort 
Worth,  Tex.,  as  terminals  or  coterminals,  and 
the  Middle  West  area,  including  St.  Louis,  Mo.,  Peoria 
and  Chicago,  Ill.,  Milwaukee,  Wise.,  Detroit,  Mich., 
Indianapolis  and  South  Bend,  Ind.,  and  Dayton  and 
Toledo,  Ohio,  as  terminals  or  coterminals. 

23076  Route  B 

Between  the  Middle  West  area,  including  St. 
Louis,  Mo.,  Peoria  and  Chicago,  Ill.,  Milwaukee,  Wis., 
Detroit,  Mich.,  Indianapolis  and  South  Bend,  Ind., 
and  Dayton  and  Toledo,  Ohio,  as  terminals  or  coter¬ 
minals,  and 
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the  Eastern  area,  including  Philadelphia,  Pa.,  Bing¬ 
hamton,  Albany,  and  New  York,  N.  Y.,  Boston,  Mass., 
Newark  N.  J.,  Baltimore,  Md.,  and  Washington  D.  C., 
as  terminals  or  coterminals. 

Route  C 

Between  the  California  area,  including  San  Fran- 
sisco,  Salinas,  Fresno,  Los  Angeles,  Brawley,  Bakers¬ 
field,  Long  Beach,  Sacramento  and  El  Centro,  Calif., 
as  terminals  or  coterminals,  and 

the  Middle  West  area,  including  St.  Louis,  Mo.,  Peoria 
and  Chicago,  Ill.,  Milwaukee,  Wis.,  Detroit,  Mich., 
Indianapolis  and  South  Bend,  Ind.,  and  Dayton  and 
Toledo,  Ohio,  as  terminals  or  coterminals. 

Route  F 

Between  the  Texas  area,  including  Brownsville,  Har¬ 
lingen,  Mission,  Corpus  Christi,  Port  La  Vaca,  Laredo, 
Eagle  Pass,  San  Antonio,  Houston,  Dallas  and  Fort 
Worth,  Tex.,  as  terminals  or  coterminals,  and 
the  Eastern  area,  including  Philadelphia,  Pa.,  Bing¬ 
hamton,  Albany,  and  New  York,  N.  Y.,  Boston,  Mass., 
Newark,  N.  J.,  Baltimore,  Md.,  and  Washington,  D.  C., 
as  terminals  or  coterminals. 

Route  G 

Between  the  Texas  area,  including  Brownsville,  Har¬ 
lingen,  Mission,  Corpus  Christi,  Port  La  Vaca,  Laredo, 
Eagle  Pass,  San  Antonio,  Houston,  Dallas  and  Fort 
Worth,  Tex.,  as  terminals  or  co terminals,  and 
the  California  area,  including  San  Francisco,  Salinas, 
Fresno,  Los  Angeles,  Brawley,  Bakersfield,  Long 
Beach,  Sacramento  and  El  Centro,  Calif.,  as  terminals 
or  coterminals. 

Route  H 

Between  the  California  area,  including  San  Francisco, 
Salinas,  Fresno,  Los  Angeles,  Brawley,  Bakersfield, 
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Long  Beach,  Sacramento  and  El  Centro,  Calif.,  as 
terminals  or  coterminals,  and 

the  Eastern  area,  including  Philadelphia,  Binghamton, 
Albany  and  New  York,  Boston,  Newark,  Baltimore 
and  Washington,  D.  C.,  as  terminals  or  coter¬ 
minals. 

23077  Counties  included  in  the  California  area  are: 

Sacramento,  Soland,  Contra  Costa,  Alameda,  San 
Joaquin,  San  Mateo,  Santa  Cruz,  Santa  Clara,  Stanislaus, 
Merced,  Madera,  San  Benito,  Monterey,  Fresno,  Kings, 
Tulare,  San  Luis,  Obispo,  Kern,  Santa  Barbara,  Ventura, 
Los  Angeles,  San  Bernardino,  Orange,  Riverside,  San 
Diego,  and  Imperial,  all  in  the  State  of  California. 

Counties  in  the  Texas  Area  are:  Cameron,  Willacy, 
Hidalgo,  Starr,  Kleberg,  Brooks,  Jim  Hogg,  Sapata,  Webb, 
Duval,  Jim  Wells,  Nueces,  San  Patricio,  Refugio,  Bee, 
Live  Oak,  McMullen,  La  Salle,  Dimmit,  Maverick,  Zavala, 
Frio,  Atascosa,  Karnes,  De  Witt,  Goliad,  Victoria,  Cal¬ 
houn,  Jackson,  Matagorda,  Brazoria,  Galveston,  Fort 
Bend,  Harris,  Waller,  Austin,  Colorado,  Wharton,  Lavaca, 
Gonzales,  Wilson,  Guadalupe,  Bexar,  Medina,  Uvalde, 
Kinney,  Val  Verde,  Edwards,  Real,  Kerr,  Bandera,  Ken¬ 
dall,  Comal,  Hays,  Caldwell,  Bastrop,  Fayette,  Travis, 
Lee,  Burleson,  Washington,  Brazos,  Grimes,  Montgomery, 
San  Jacinto,  Walker,  Trinity,  Madison,  Robertson,  Milam, 
Williamson,  Burnet,  Blanco,  Llano,  Gillespie,  Mason, 
Kimble,  Sutton,  Crockett,  Schleicher,  Menard,  Tom  Green, 
Concho,  McCulloch,  San  Saba,  Lampasas,  Coryell,  Bell, 
McLennan,  Falls,  Limestone,  Leon,  Houston,  Cherokee, 
Anderson,  Freestone,  Smith,  Henderson,  Van  Zandt,  Kauf¬ 
man,  Navarro,  Hill,  Rosque,  Hamilton,  Mills,  Coleman, 
Brown,  Comanche,  Erath,  Somervell,  Hood,  Johnson,  Ellis, 
Dallas,  Tarrant  and  Parker,  all  in  the  State  of  Texas. 

Counties  in  the  Mid- West  Area  are:  Washington,  Ozau¬ 
kee,  Waukesha,  Milwaukee,  Racine,  Kenosha,  Walworth 
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and  Rock,  Wisconsin,  Lake,  Me  Henry,  Boone,  Winnebago, 
Ogle,  Lee,  De  Kalb,  Kane,  Cook,  Du  Page,  Will,  Kendall, 
Grundy,  La  Salle,  Bureau,  Stark,  Marshall,  Livingstone, 
Kankakee,  Iroquois,  Ford,  McLean,  Woodford,  Peoria, 
Tazewell,  Mason,  Logan,  De  Witt,  Platt,  Champaign,  Ver¬ 
million,  Edgar,  Douglas,  Coles,  Moultrie,  Macon,  Sanga¬ 
mon,  Menard,  Cass,  Morgan,  Scott,  Greene,  Jersey,  Ma¬ 
coupin,  Montgomery,  Christian,  Shelby,  Cumberland, 
Clark,  Crawford,  Jasper,  Effingham,  Fayette,  Bond,  Madi¬ 
son,  Saint  Clair,  Clinton,  Marion,  and  Clay,  Illinois;  St. 
Charles,  and  St.  Louis,  Missouri,  that  part  of  the  State 
of  Indiana  bounded  on  the  South  by  the  included  counties 
of  Sullivan,  Clay,  Owen,  Morgan,  Johnson,  Shelby,  Rush, 
Fayette  and  the  northwest  part  of  the  State  of  Ohio 
bounded  by  the  included  counties  of  Preble,  Montgomery, 
Clark,  Champaign,  Logan,  Hardin,  Hancock,  Wood,  Ot¬ 
tawa,  and  Lucas;  and  the  southern  part  of  the  State  of 
Michigan,  bounded  on  the  east  and  west  by  the  Great  Lakes 
and  on  the  north  by  the  included  counties  of  Macomb, 
Oakland,  Genesee,  Shiawassee,  Clinton,  Ionia,  Kent  and 
Muskegon. 

The  Eastern  Area  includes  the  states  of  Massachusetts, 
Rhode  Island,  Connecticut,  New  Jersey  and  Delaware;  the 
counties  of  Fairfax  and  Arlington,  Virginia;  the  State  of 
Maryland  exclusive  of  the  counties  of  Garrett,  Allegany, 
and  Washington;  the  eastern  part  of  the  State  of  Penn¬ 
sylvania  bounded  by  the  included  counties  of  Adams,  Cum¬ 
berland,  Perry,  Juniata,  Snyder,  Union,  Lycomie  and 
Bradford;  and  the  southeastern  part  of  the  State  of  New 
York,  bounded  by  the  included  counties  of  Tioga,  Broome, 
Chenango,  Otsego,  Schoharie,  Schenectady,  Albany  and 
Rensselaer. 

23078  APPENDIX 

Mutual  Aviation ,  Inc. 

Docket  No.  2298 — Property 

(1)  Between  the  terminal  point*  New  York,  N.  Y./ 
Newark,  N.  J.  and  the  terminal  point  Chicago,  Ill.  via  the 
intermediate  points,  Buffalo,  N.  Y.  and  Detroit,  Mich. 
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(2)  Between  the  terminal  point  New  York,  N.  Y./ 
Newark,  N.  J.  and  the  terminal  point  Chicago,  Ill.  via  the 
intermediate  point,  Cleveland,  Ohio. 

(3)  Between  the  terminal  point  New  York,  N.  Y./ 
Newark,  N.  J.  and  the  terminal  point  St.  Louis,  Mo.  via 
the  intermediate  points,  Pittsburgh,  Pa.  and  Indianapolis, 
Ind. 

(4)  Between  the  terminal  point  Boston,  Mass,  and  the 
terminal  points  St.  Louis,  Mo.  via  the  intermediate  points, 
Buffalo,  N.  Y.  and  Chicago,  Ill. 

(5)  Between  the  terminal  point  Philadelphia,  Pa.  and 
the  terminal  point  Chicago,  Ill.  via  the  intermediate  point, 
Pittsburgh,  Pa. 

(6)  Between  the  terminal  point  Philadelphia,  Pa.  and 
the  terminal  point,  Cleveland,  Ohio. 

(7)  Between  the  terminal  point  Philadelphia,  Pa.  and 
the  terminal  point,  Buffalo,  N.  Y. 

California  Eastern  Aairvcays,  Inc. 

Docket  No.  2299 — Property 

Between  points  in  any  area  and  points  in  any  other  area : 

(1)  Seattle-Portland  Area 

Major  Terminals — Seattle,  Portland. 

Seasonal  Terminals — Yakima,  Tacoma,  Everett, 
Olympia,  Vancouver,  Salem. 

(2)  San  Francisco  Area 

Major  Terminals — San  Francisco  and  Oakland. 
Seasonal  Terminals — Sacramento,  Stockton  and 
Salinas. 

(3)  Los  Angeles  Area 

Major  Terminal — Los  Angeles. 

Demand  Terminals — San  Diego. 

Seasonal  Terminals — Brawley,  El  Centro  and  Im¬ 
perial. 

(4)  Denver  Area 

Major  Terminal — Denver. 

23079  (5)  Minneapolis  Area 

Major  Terminals — Minneapolis  and  St.  Paul. 


579 


Examiners 7  Report  Docket  810 
Appendix 

(6)  Kansas  City — St.  Louis  Area. 

Major  Terminals — Kansas  City,  St.  Louis. 

(7)  Dallas-Houston-San  Antonio  Area 
Major  Terminals — Fort  Worth,  Dallas. 

Demand  Terminal — Houston. 

Seasonal  Terminal-Brownsville. 

(S)  Chicago-Milwaukee  Area 

Major  Terminals — Chicago,  Milwaukee. 

Demand  Terminals — Peoria,  Indianapolis  and 
South  Bend. 

(9)  New  Orleans  Area 

Major  Terminal — New  Orleans. 

Seasonal  Terminal — Lake  Charles. 

( 10)  Detroit-Cincinnati-Pittsburgh  Area 
Major  Terminal — Detroit. 

Demand  Terminals — Cincinnati,  Pittsburgh, 

Toledo,  Akron,  Buffalo,  and  Louisville. 

(11)  Boston-New  York-Philadelphia  Area 

Major  Terminals — Boston,  New  York,  Philadelphia 
and  Newark. 

U.  S.  Airlines,  Inc. 

Docket  No.  2316 — Property,  or  property  and  mail. 

Between  points  in  any  area  and  points  in  any  other  area : 
(1)  Northeast  Area — all  that  area  bounded: 

On  the  North  by  a  line  along  the  northern,  northwestern 
and  including  Princess  Anne  County,  Va.,  to  and  including 
Washington  County,  Maine. 

On  the  North  by  a  line  along  the  northern,  northwestern 
or  western  boundaries  of  the  following  counties:  Washing¬ 
ton,  Hancock,  Waldo,  Kennebec,  Androscoggin,  Cumber¬ 
land  and  York,  all  in  Maine;  Strafford,  Rockingham,  Hills¬ 
boro  and  Cheshire  all  in  New  Hampshire;  Windham  and 
Bennington,  both  in  Vermont,  to  Washington  County,  N.  Y. ; 
eastern  boundary  of  Washington,  northern  boundary  of 
Warren,  eastern  and  northern  boundary  of  Hamilton, 
northern  and  western  boundaries  of  Herkimer,  northern 
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boundaries  of  Oneida,  Oswego,  Cayuga,  Wayne,  Monroe, 
Orleans,  and  Niagara  all  in  New  York; 

230S0  On  the  West  by  a  line  along  the  western  bound¬ 
aries  of  Niagara,  Erie  and  Cattaraugus,  all  in  New 
York,  southern  boundary  of  Cattaraugus  and  southern  and 
eastern  boundary  of  Allegany,  southern  boundary  of  Liv¬ 
ingston,  eastern  and  southern  boundaries  of  Ontario, 
western  and  southern  boundaries  of  Seneca,  southern 
boundary  of  Cayuga,  western  boundary  of  Cortland,  and 
northern,  western  and  southern  boundaries  of  Tioga,  all  in 
New  York;  western  boundaries  of  Susquehanna,  Wyoming, 
Columbia,  northern  boundaries  of  Montour,  Northumber¬ 
land  and  Union,  western  or  northwestern  or  southwestern 
bundaries  of  Mifflin,  Juniata,  Perry  and  Cumberland,  and 
western  and  southern  boundary  of  Adams,  all  in  Penn¬ 
sylvania  ;  western  boundaries  of  Carroll  and  Montgomery, 
both  in  Maryland;  northern  and  western  boundaries  of 
Loudoun  and  Clarke,  northern,  western  and  southern 
boundaries  of  Warden,  southwestern  and  southeastern 
boundaries  of  Fauquier,  southern  boundary  of  Prince 
William,  eastern  boundary  of  Stafford,  western  and  south¬ 
western  boundaries  of  King  George,  Westmoreland, 
Rogers,  Middlesex,  Gloucester,  James  City,  Surry  and 
Isle  of  Wight,  all  in  Virginia; 

On  the  South  by  a  line  along  the  western  and  southern 
boundaries  of  Nansemond,  southern  boundaries  of  Norfolk 
and  Princess  Anne,  the  point  of  origin,  all  in  Virginia. 

(2)  North  Central  Area — all  that  area  bounded: 

On  the  East  by  a  line  along  the  eastern  boundaries  of 
Erie,  Crawford,  northeastern  tip  of  Venanago,  northern 
and  eastern  boundaries  of  Forrest  and  Jefferson,  eastern 
boundaries  of  Indiana,  Westmoreland  and  Fayette,  all  in 
Pennsylvania,  and  eastern  boundary  of  Preston,  in  West 
Virginia; 

On  the  South  by  a  line  along  the  southern  boundaries  of 
Preston,  Monongalia,  and  Wetzel,  all  in  West  Virginia; 
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southern  boundaries  of  Monroe,  Noble,  and  Morgan, 
eastern  and  southern  boundaries  of  Athens  and  Vinton, 
southeastern  tip  of  Ross,  eastern  boundaries  of  Pike  and 
Scioto,  all  in  Ohio;  eastern  and  southern  boundaries  of 
Greenup,  southern  boundaries  of  Lewis,  Mason,  Bracken, 
Pendleton,  Grant,  Owen,  and  Carroll,  all  in  Kentucky; 
southern  boundaries  of  Jefferson,  Jennings  and  Jackson, 
southern  and  western  boundaries  of  Lawrence,  southern 
boundaries  of  Green  and  Sullivan,  all  in  Indiana;  southern 
boundaries  of  Crawford  and  Jasper;  eastern  and  southern 
boundaries  of  Clay;  eastern  boundary  of  Marion;  eastern 
and  southern  boundaries  of  Jefferson;  eastern  and  south¬ 
ern  boundaries  of  Perry,  eastern  and  southern  boundaries 
of  Randolph,  all  in  the  State  of  Illinois;  southeastern 
boundaries  of  St.  Genevieve  and  St.  Francois;  southern 
and  eastern  boundaries  of  Madison ;  the  southern  boundary 
of  Iron ;  the  eastern  and  southern  boundaries  of  Reynolds ; 

On  the  West  by  a  line  along  the  western  boundary  of 
Reynolds;  the  Western  boundary  of  Iron;  the  southern  and 
western  boundaries  of  Crawford;  the  southern  and  west¬ 
ern  boundaries  of  Gasconade;  the  western  and  northern 
boundaries  of  Montgomery;  the  western,  northern  and 
eastern  boundaries  of  Pike,  all  in  the  state  of  Missouri ;  the 
northern  boundary  of  Calhoun;  the  northwestern  tip  of 
Green ;  the  western  boundaries  of  Scott,  Morgan,  Cass  and 
Mason,  western  and  northern  boundaries  of  Fulton,  west¬ 
ern  boundary  of  Peoria,  western,  northern  and  eastern 
boundaries  of  Stark,  northern  boundary  of  Mar- 
23081  shall,  northwestern  boundary  of  Putnam,  western 
boundary  of  La  Salle,  southern  and  western 
boundaries  of  Lee,  western  and  northern  boundaries  of 
Ogle,  western  boundary  of  Winnebago,  all  in  Illinois ;  west¬ 
ern  and  northern  boundaries  of  Rock,  western  boundaries 
of  Jefferson  and  Dodge,  all  in  Wisconsin; 

On  the  North  by  a  line  along  the  northern  boundaries  of 
Dodge,  Washington  and  Ozaukee,  all  in  Wisconsin,  and  by 
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southern  Lake  Michigan;  by  the  northern  boundaries  of 
Oceana,  and  Newaygo,  northern  and  eastern  boundaries 
of  Mecosta  and  Montcalm,  northern  boundaries  of  Clinton, 
Shiawassee,  Genesee,  Lapeer,  western  and  northern  bound¬ 
aries  of  Samilac,  all  in  Michigan ;  by  southern  Lake  Huron, 
Detroit  River  and  Lake  Erie;  up  to  Erie  County,  Pa.,  the 
point  of  origin. 

(3)  Southeast  Area — all  that  area  bounded: 

On  the  South  and  East  by  the  Gulf  of  Mexico  and  the 
Atlantic  Ocean  from  and  including  Gulf  County,  Fla.,  to 
and  including  Charleston  County,  S.  C.; 

On  the  North  by  a  line  along  the  northern  boundaries  of 
Charleston,  Berkeley,  Orangeburg,  Aiken,  Edgefield  and 
McCormick,  all  in  South  Carolina;  by  the  northeastern 
boundaries  of  Elbert  and  Hart,  northern  boundaries  of 
Franklin,  Banks,  Hall  and  Forsyth,  northern  and  western 
boundaries  of  Cherokee,  northern  boundaries  of  Cobb, 
Paulding  and  Polk,  all  in  Georgia;  by  the  eastern  boundary 
of  Cherokee,  eastern  and  northeastern  boundary  of  De 
Kalb,  northern  boundaries  of  Marshall  and  Morgan,  all  in 
Alabama ; 

On  the  West  by  a  line  along  the  western  boundary  of 
Morgan,  northern  and  western  boundaries  of  Winston; 
western  boundary  of  Walker,  northern  and  western  bound¬ 
aries  of  Fayette,  western  boundaries  of  Tuscaloosa  and 
Greene,  western  and  southern  boundaries  of  Marengo,  Wil¬ 
cox  and  Butler,  southern  boundaries  of  Crenshaw,  western 
boundary  of  Coffee  and  western  and  southern  boundaries 
of  Geneva,  all  in  Alabama,  and  by  the  western  boundaries 
of  Jackson,  Calhoun  and  Gulf,  the  point  of  origin,  all  in 
Florida. 

230S2  (4)  Louisiana  Area — all  that  area  bounded: 

On  the  South  by  the  Gulf  of  Mexico  from  and  in¬ 
cluding  Cameron  County,  La.,  to  and  including  Bay  County, 
Fla.; 
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On  the  East  by  a  line  along  the  eastern  boundary  of  Bay, 
eastern  and  northern  boundaries  of  Washington,  Eastern 
and  northern  boundaries  of  Holmes,  northern  boundary  of 
'Walton,  all  in  Florida;  by  the  eastern  and  northern  bound¬ 
aries  of  Covington,  northeastern  boundary  of  Cenecuh, 
eastern  boundary  of  Monroe,  all  in  Alabama ; 

On  the  North  by  a  line  along  the  northern  boundary  of 
Monroe,  eastern,  northern  and  western  boundaries  of 
Clarke  and  Washington,  all  in  Alabama;  by  the  northern 
and  western  boundaries  of  Greene,  northwestern  boundary 
of  George,  northern  boundaries  of  Stone  and  Pearl  River, 
all  in  Mississippi;  by  the  northeastern  boundary  of  Wash¬ 
ington,  in  Louisiana;  by  the  eastern  and  northern  bound¬ 
aries  of  Walthall,  northern  and  western  boundaries  of  Pike, 
both  in  Mississippi ;  by  the  northeastern  tip  of  Tangipahoa, 
northern  boundaries  of  St.  Helena,  East  Foliciana,  West 
Foliciana,  Pt.  Coupee,  northern  and  western  boundaries 
of  St.  Landry,  northern  boundaries  of  Acadia,  Jefferson 
Davis  and  Calcasieu,  all  in  Louisiana ; 

On  the  West  by  a  line  along  the  western  boundaries  of 
Calcasieu  and  Cameron,  the  point  of  origin,  both  in 
Louisiana ; 

(5)  Texas  Area — all  that  area  in  Texas  bounded: 

On  the  Southwest  and  Southeast  by  the  Republic  of 
Mexico  from  and  including  Maverick  County,  Texas,  to  and 
including  Cameron  County,  Texas,  and  by  the  Gulf  of 
Mexico  from  and  including  Cameron  County,  Texas,  to  and 
including  Jefferson  County,  Texas: 

230S3  On  the  east  by  a  line  along  the  eastern  boundary 
of  Jefferson,  eastern  and  northern  boundaries  of 
Orange  and  Hardin,  northern  boundary  of  Liberty,  eastern 
boundaries  of  San  Jacinto,  Trinity,  Houston,  and  Cherokee, 
eastern  and  northern  boundaries  of  Smith,  eastern  bound¬ 
ary  of  Rains,  southern  and  eastern  boundaries  of  Hopkins ; 

On  the  North  by  a  line  along  the  northern  boundary  of 
Hopkins,  eastern  boundaries  of  Hunt,  Fannin,  eastern  and 
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northern  boundaries  of  Bryan,  northern  and  western 
boundaries  of  Marshall  and  Cooke ; 

On  the  Northwest  by  a  line  along  the  northern  and 
western  boundaries  of  Wise,  northern,  western  and  south¬ 
ern  boundaries  of  Parker,  western  boundaries  of  Johnson, 
Hill,  McLennan,  Bell,  Williamson,  Travis,  Hays,  Comal, 
northern  tip  of  Bexar,  northern  and  western  boundaries 
of  Medina,  northern  boundaries  of  Zavalla  and  Maverick, 
the  point  of  origin. 

(6)  California  Area — all  that  area  bounded: 

On  the  West  and  Southwest  by  the  Pacific  Ocean,  from 
and  including  Mendocino  County,  California,  to  and  in¬ 
cluding  San  Diego  County,  California,  and  on  the  South  by 
the  Republic  of  Mexico  from  and  including  San  Diego 
County,  California,  to  and  including  Yuma  County, 
Arizona ; 

On  the  East  by  a  line  along  the  Eastern  boundary’  of 
Yuma,  southern  and  eastern  boundaries  of  Maricopa,  both 
in  Arizona; 

On  the  Northeast  and  North  by  a  line  along  the  northern 
boundaries  of  Maricopa  and  Yuma,  both  in  Arizona,  by 
the  northeastern  and  northern  boundaries  of  San 
Bernardino,  eastern  boundary  of  Tulare,  northeastern 
boundary  of  Fresno,  Madera,  Tuolumne,  Calaveras,  eastern 
boundaries  of  Amador,  Eldorado,  Placer,  eastern  and 
northern  boundaries  of  Nevada,  eastern  boundaries  of 
Yuba,  Butte,  Tehama,  eastern,  northern  and  western 
boundaries  of  Shasta,  western  boundary  of  Tehama, 
northern  boundary  of  Mendocino,  the  point  of  origin,  all 
in  California. 

(7)  Northwest  Area — all  that  area  bounded: 

On  the  West  by  a  line  along  Puget  Sound  and  the  Pacific 
Ocean  from  and  including  Clallam  County,  Washington,  to 
and  including  Lincoln  County,  Oregon; 

On  the  South  by  a  line  along  the  southern  boundaries  of 
Lincoln  and  Benton,  southern  and  eastern  boundaries  of 
Linn,  eastern  boundaries  of  Marion,  Clacamas,  and  Hood, 
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all  in  Oregon,  by  the  southern  boundaries  of  Klickitat  and 
Benton  both  in  Washington;  by  the  western  and  southern 
boundaries  of  Umatilla,  in  Oregon; 

On  the  East  by  a  line  along  the  eastern  boundaries  of 
Umatilla,  in  Oregon;  by  the  eastern  boundary  of  Columbia, 
southern  and  eastern  boundaries  of  Whitman,  eastern 
boundary  of  Spokane,  all  in  Washington; 

23084  On  the  North  by  a  line  along  the  northern  and 
western  boundaries  of  Spokane,  western  boundary 
of  Whitman,  northern  boundaries  of  Franklin  and  Benton, 
northeastern  tip  of  Yakima,  eastern  and  northern  bound¬ 
aries  of  Kittitas,  eastern  boundaries  of  King,  Snohomish 
and  Skagit,  eastern  and  northern  boundaries  of  Whatcom, 
all  in  Washington. 

Or  in  the  alternative,  between  coterminal  points  in  any 
area  and  coterminal  points  in  any  other  area: 

Northeast  Area 

The  coterminal  points  Eastport,  Maine,  Portland,  Maine, 
Boston,  Mass.,  New  York,  N.  Y.,  Philadelphia,  Pa.,  Balti¬ 
more,  Md.,  Washington,  D.  C.,  Norfolk,  Ya.,  Buffalo,  N.  Y., 
Syracuse,  N.  Y.,  and  Harrisburg,  Pa. 

Southeast  Area 

The  coterminal  points  Birmingham,  Ala.,  Atlanta,  Ga., 
Charleston,  S.  C.,  Savannah,  Ga.,  Jacksonville,  Fla., 
Tampa,  Fla.,  Miami,  Fla.,  Lakeland,  Fla.,  Fort  Pierce,  Fla., 
West  Palm  Beach,  Fla.,  and  St.  Petersburg,  Fla. 

North  Central  Area 

The  coterminal  points  Pittsburgh,  Pa.,  Erie,  Pa.,  Cleve¬ 
land,  Ohio,  Columbus,  Ohio,  Toledo,  Ohio,  Detroit,  Mich., 
Cincinnati,  Ohio,  Indianapolis,  Ind.,  Grand  Rapids,  Mich., 
Chicago,  Ill.,  Milwaukee,  Wis.,  Peoria,  Ill.,  and  St.  Louis, 
Mo. 

Louisiana  Area 

The  coterminal  points  Pensacola,  Fla.,  Mobile,  Ala., 
Biloxi,  Miss.,  New  Orleans,  La.,  Hammond,  La.,  Morgan 
City,  La.,  and  Baton  Rouge,  La. 
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Texas  Area 

The  coterminal  points  Dallas/Fort  Worth,  Tex.,  Houston, 
Tex.,  San  Antonio,  Tex.,  Corpus  Christi,  Tex.,  Brownsville, 
Tex.,  Laredo,  Tex.,  and  Galveston,  Tex. 

California  Area 

The  coterminal  points  Phoenix,  Ariz.,  Yuma,  Ariz.,  San 
Diego,  Calif.,  Los  Angeles,  Calif.,  Fresno,  Calif.,  Salinas, 
Calif.,  San  Francisco,  Calif.,  and  Sacramento,  Calif. 

Northwest  Area 

The  coterminal  points  Spokane,  Wash.,  Seattle,  Wash., 
Portland,  Oreg.,  and  Pendleton,  Oreg. 

230S5  Lone  Star  Air  Cargo  Lines ,  Inc. 

Docket  No.  2326 — Property. 

Route  A 

Between  the  co-terminal  points  Dallas-Fort  Worth,  Tex., 
and  the  co-terminal  points  Alice-Laredo,  Tex. 

Route  B 

Between  the  co-terminal  points  Dallas-Fort  Worth, 
Tex.,  and  the  terminal  point  Teterboro,  N.  J.,  via  the  inter¬ 
mediate  points  Oklahoma  City  and  Tulsa,  Okla.,  St.  Louis, 
Mo.,  Chicago,  Ill.,  Detroit,  Mich.,  Buffalo  and  -Rochester, 
N.  Y. 

Route  C 

Between  the  co-terminal  points  Dallas-Fort  Worth,  Tex., 
and  the  terminal  point  Teterboro,  N.  J.,  via  the  inter¬ 
mediate  points  Houston,  Tex.,  New  Orleans  and  Mobile, 
La.,  Atlanta  and  Augusta,  Ga.,  Raleigh-Durham,  N.  C., 
Richmond,  Va.,  and  Baltimore,  Md. 

Air  Cargo  Transport  Corp. 

Docket  No.  2362 — Property 

Route  1 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Miami,  Fla. 
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Route  2 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Chicago,  Ill. 

Route  3 

Between  the  terminal  point  New  York,  N.  Yr.,  and  the 
terminal  point  Los  Angeles,  Calif. 

Route  4 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  San  Francisco,  Calif. 

Route  5 

Between  the  terminal  point  New  York,  N.  Yr.,  and  the 
terminal  point  Detroit,  Mich. 

230S6  Route  6 

Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Washington,  D.  C. 

Route  7 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Pittsburgh,  Pa. 

Route  8 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Seattle,  Wash. 

Route  9 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  New  Orleans,  La. 

Route  10 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  St.  Louis,  Mo. 

Route  11 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Cleveland,  Ohio. 

Route  12 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Milwaukee,  Wis. 
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Route  13 

Between  the  terminal  point  New  York,  N.  YT.,  and  the 
terminal  point  Minneapolis,  Minn. 

Route  14 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Kansas  City,  Mo. 

Route  15 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Dallas,  Tex. 

230S7  Route  16 

Between  the  terminal  point  New  York,  N.  Y., 
and  the  terminal  point  Boston,  Mass. 

Route  17 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Omaha,  Nebr. 

Route  18 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Houston,  Tex. 

Route  19 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Baltimore,  Md. 

Route  20 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  Los  Angeles,  Calif. 

Route  21 

Between  the  terminal  point  Chicago,  111.,  and  the  terminal 
point  San  Francisco,  Calif. 

Route  22 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  Seattle,  Wash. 
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Route  23 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  New  Orleans,  La. 

Route  24 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  Miami,  Fla. 

Route  25 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  Boston,  Mass. 

23088  Route  26 

Between  the  terminal  point  Chicago,  Ill.,  and  the 
terminal  point  Philadelphia,  Pa. 

Route  27 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Boston,  Mass. 

Route  28 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Philadelphia,  Pa. 

Route  29 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Miami,  Fla. 

Route  30 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  New  Orleans,  La. 

Route  31 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Pittsburgh,  Pa. 

Route  32 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  St.  Louis,  Mo. 

Route  33 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Cleveland,  Ohio. 
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Route  34 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Detroit,  Mich. 

Route  35 

Between  the  terminal  point  Boston,  Mass.,  and  the 
terminal  point  Cleveland,  Ohio. 

23089  Route  36 

Between  the  terminal  point  Boston,  Mass.,  and 
the  terminal  point  St.  Louis,  Mo. 

Route  37 

Between  the  terminal  point  Boston,  Mass.,  and  the 
terminal  point  Miami,  Fla. 

Route  38 

Between  the  terminal  point  Boston,  Mass.,  and  the 
terminal  point  New  Orleans,  La. 

Route  30 

Between  the  terminal  point  Detroit,  Mich.,  and  the 

terminal  point  New  Orleans,  La. 

Route  40 

Between  the  terminal  point  Detroit,  Mich.,  and  the 
terminal  point  Miami,  Fla. 

Route  41 

Between  the  terminal  point  Detroit,  Mich.,  and  the 

terminal  point  Boston,  Mass. 

Route  42 

Between  the  terminal  point  Detroit,  Mich.,  and  the 
terminal  point  Seattle,  Wash. 

Route  43 

Between  the  terminal  point  Portland,  Me.,  and  the 

terminal  point  Chicago,  Ill. 

Route  44 

Between  the  terminal  point  Portland,  Me.,  and  the 

terminal  point  Los  Angeles,  Calif. 
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Route  45 

Between  the  terminal  point  Portland,  Me.,  and  the 
terminal  point  St.  Louis,  Mo. 

23090  Route  46 

Between  the  terminal  point  Portland,  Me.,  and 
the  terminal  point  San  Francisco,  Calif. 

Route  47 

Between  the  terminal  point  Portland,  Me.,  and  the 
terminal  point  Cleveland,  Ohio. 

Route  48 

Between  the  terminal  point  San  Francisco,  Calif.,  and 
the  terminal  point  Cleveland,  Ohio. 

Route  49 

Between  the  terminal  point  San  Francisco,  Calif.,  and 
the  terminal  point  St.  Louis,  Mo. 

Route  50 

Between  the  terminal  point  San  Francisco,  Calif.,  and 
the  terminal  point  Boston,  Mass. 

Route  51 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  Boston,  Mass. 

Route  52 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  Chicago,  Ill. 

Route  53 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  Los  Angeles,  Calif. 

Route  54 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  San  Francisco,  Calif. 

Route  55 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  Cleveland,  Ohio. 
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23091  Route  56 

Between  the  terminal  point  Baltimore,  Md.,  and 
the  terminal  point  St.  Louis,  Mo. 

Route  57 

Between  the  terminal  point  Cleveland,  Ohio,  and  the 
terminal  point  Miami,  Fla. 

Route  58 

Between  the  terminal  point  Cleveland,  Ohio,  and  the 
terminal  point  Philadelphia,  Pa. 

Route  59 

Between  the  terminal  point  Philadelphia,  Pa.,  and  the 
terminal  point  San  Francisco,  Calif. 

Route  60 

Between  the  terminal  point  Philadelphia,  Pa.,  and  the 
terminal  point  St.  Louis,  Mo. 

Route  61 

Between  the  terminal  point  Philadelphia,  Pa.,  and  the 
terminal  point  Miami,  Fla. 

Route  62 

Between  the  terminal  point  Philadelphia,  Pa.,  and  the 
terminal  point  New  Orleans,  La. 

Route  63 

Between  the  terminal  point  Indianapolis,  lnd.,  and  the 
terminal  point  New  York,  N.  Y . 

Route  64 

Between  the  terminal  point  Indianapolis,  lnd.,  and  the 
terminal  point  Los  Angeles,  Calif. 

Route  65 

Between  the  terminal  point  Indianapolis,  lnd.,  and  the 
terminal  point  Miami,  Fla. 

23092  Route  66 

Between  the  terminal  point  Washington,  D.  C., 
and  the  terminal  point  Miami,  Fla. 
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Route  67 

Between  the  terminal  point  Washington,  D.  C.,  and  the 
terminal  point  Los  Angeles,  Calif. 

Route  68 

Between  the  terminal  point  Cincinnati,  Ohio,  and  the 
terminal  point  New  York,  N.  Y. 

Route  69 

Between  the  terminal  point  Cincinnati,  Ohio,  and  the 
terminal  point  Los  Angeles,  Calif. 

Willis  Air  Service 

Docket  No.  2365 — Property,  or  property  and  mail. 

Route  1 

Between  the  Northeastern  area,  with  New  York,  N.  Y., 
as  the  major  terminal  point  and  Portland  and  Rockland, 
Me. ;  Manchester,  N.  H. ;  Boston  and  New  Bedford,  Mass ; 
Providence,  R.  I.;  Hartford,  Conn.;  Savville,  N.  Y;  Mill¬ 
ville  and  Newark,  N  J.;  Philadelphia,  Pa.,  Wilmington, 
Del.,  Baltimore  and  Salisbury,  Md.;  Washington,  D.  C.; 
and  Hampton  and  Norfolk,  Va.  as  co-terminal  points,  and 
the  Mid-Western  area,  with  Chicago,  Ill.,  as  the  major 
terminal  point,  and  Austin,  Minneapolis  and  St.  Paul, 
Minn. ;  Milwaukee,  Wis. ;  Cedar  Rapids,  Des  Moines,  Mason 
City,  Ottunrwa,  Sioux  City  and  Waterloo,  Iowa;  Omaha, 
Nebr.;  Kansas  City,  Mexico,  St.  Joseph  and  St.  Louis,  Mo.; 
Topeka,  Kans. ;  Louisville,  Ky. ;  Indianpolis  and  Evans¬ 
ville,  Ind. ;  Cincinnati,  Cleveland  and  Columbus,  Ohio ;  and 
Detroit,  Mich.,  as  co-terminal  points. 

Route  2 

Between  the  Northeastern  area,  with  New’  York,  N.  Y., 
as  the  major  terminal  point  and  Portland  and  Rockland, 
Me. ;  Manchester,  N.  H. ;  Boston  and  New  Bedford,  Mass. ; 
Providence,  R.  I.;  Hartford,  Conn.;  Sayville,  N  Y.;  Mill¬ 
ville  and  Newark,  N.  J.;  Philadelphia,  Pa.;  Wilmington, 
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Del.;  Baltimore  and  Salisbury,  Md.;  Washington,  D.  C. ; 
and  Hampton  and  Norfolk,  Va.  as  co-terminal  points,  and 
the  Florida  area,  with  Miami,  Fla.,  as  the  major  terminal 
point  and  Belle  Glade,  Dade  City,  Daytona  Beach,  Ft. 
Mvers,  Homestead,  Immakalee,  Jacksonville,  Lakeland, 
Ocala,  Orlando,  Sarasota,  St.  Augustine,  St.  Petersburg, 
Tampa,  Vero  Beach  and  West  Palm  Beach  as  co-terminal 
points. 

23093  Route  3 

Between  the  Mid-Western  area,  with  Chicago, 
Ill.,  as  the  major  terminal  point  and  Austin,  Minneapolis 
and  St.  Paul,  Minn.;  Milwaukee,  Wis. ;  Cedar  Rapids,  Des 
Moines,  Mason  City,  Ottumwa,  Sioux  City  and  Waterloo, 
Iowa;  Omaha,  Nebr.;  Kansas  City,  Mexico,  St.  Joseph  and 
St.  Louis,  Mo.;  Topeka,  Kans.;  Louisville,  Ky.;  Indian¬ 
apolis  and  Evansville,  Ind. ;  Cincinnati,  Cleveland  and 
Columbus,  Ohio;  and  Detroit,  Mich,  as  co-terminal  points, 
and  the  Southwestern  area ;  with  Los  Angeles,  Calif.,  as  the 
major  terminal  point  and  Phoenix  and  Yuma,  Ariz.; 
Bakersfield,  Brawley-El  Centro,  Fresno,  Indio-Coachella, 
Marysville,  Merced,  Oakland,  Sacramento,  Salinas-Mon- 
terey,  San  Diego,  San  Francisco,  San  Jose,  Santa  Barbara 
and  Stockton,  Calif.,  as  co-terminal  points. 

Route  4 

Between  the  Mid-Western  area,  with  Chicago,  Ill.,  as  the 
major  terminal  point  and  Austin,  Minneapolis  and  St. 
Paul,  Minn. ;  Milwaukee,  Wis. ;  Cedar  Rapids,  Des  Moines, 
Mason  City,  Ottumwa,  Sioux  City  and  Waterloo,  Iowa; 
Omaha,  Nebr.;  Kansas  City,  Mexico,  St.  Joseph  and  St. 
Louis,  Mo.;  Topeka,  Kans.;  Louisville,  Ky. ;  Indianapolis 
and  Evansville,  Ind. ;  Cincinnati,  Cleveland  and  Columbus, 
Ohio;  and  Detroit,  Mich.,  as  co-terminal  points,  and  the 
Florida  area,  with  Miami,  Fla.,  as  the  major  terminal 
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point,  and  Belle  Glade,  Dade  City,  Daytona  Beach,  Ft. 
Myers,  Homestead,  Immakalee,  Jacksonville,  Lakeland, 
Ocala,  Orlando,  Sarasota,  St.  Augustine,  St.  Petersburg, 
Tampa,  Vero  Beach  and  West  Palm  Beach  as  co-terminal 
points. 

Airnews,  Inc . 

Docket  No.  2387 — Property  and  Mail  by  combination  air¬ 
plane  and  motor  truck. 

Route  A 

By  airplane  from  terminal  point  of  San  Antonio,  Tex., 
to  intermediate  points  of  Beeville,  Tex.,  Corpus  Christi, 
Tex.,  to  terminal  point  of  San  Antonio,  Tex- ;  by  truck  from 
intermediate  point  Beeville,  to  Normanna,  Tuleta,  Pettus, 
Green,  Kennedy,  Runge,  Nordheim,  Yorktown,  Cuero, 
Thomaston,  Nursery,  Victoria,  Fannin,  Goliad,  Berclair, 
and  return  to  Beeville;  by  truck  from  intermediate  point 
of  Corpus  Christi,  to  Clarkwood,  Violet,  Robstown, 
Banquete,  Agua  Dulce,  Alice,  Alfred,  Orange  Grove, 
Sandia,  Mathis,  Tynan,  Skidmore,  Papalote,  Sinton,  Taft, 
Gregory,  Portland,  and  return  to  Corpus  Christi,  all  in 
Texas. 

23094  Route  B 

By  airplane  from  terminal  point  of  San  Antonio, 
Tex.,  to  intermediate  points  of  McAllen,  Tex.,  Harlingen, 
Tex.,  Brownsville,  Tex.,  to  terminal  point  of  San  Antonio, 
Tex. ;  by  truck  from  intermediate  airplane  point  of  McAllen 
to  Mission,  Pharr,  Edinburg,  San  Juan,  Alamo,  Donna, 
Weslaco,  Mercedes,  La  Feria,  San  Benito,  Combes,  Sebas¬ 
tian,  Lyford,  Raymondville,  Santa  Rosa,  La  Villa,  Edcouch, 
Elsa,  and  return  to  McAllen,  all  in  Texas. 

Air  Travel ,  Inc. — Docket  No.  2388 
Property 

Between  the  terminal  points  Los  Angeles  and  San  Fran¬ 
cisco,  Calif.,  Chicago,  Ill.,  Philadelphia,  Pa.,  Newark,  N.  J., 
New  York,  N.  Y.,  and  Boston,  Mass. 
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Pennsylvania-Central  Airlines  Corporation. — Docket  Xo. 

2400 

Property  and  mail 
Route  A 

Between  the  terminal  point  Chicago,  Ill.,  the  intermediate 
points  Omaha,  Neb.,  Denver,  Colo.,  Los  Angeles,  Bakers¬ 
field,  Fresno,  and  Salinas,  Calif.,  and  the  terminal  points 
Oakland  and  San  Francisco,  Calif.,  beyond  the  inter¬ 
mediate  point  Denver,  Colo.,  the  intermediate  points  Salt 
Lake  City,  Utah,  Reno,  Nev.,  Sacramento,  Calif.,  and  the 
terminal  points  Oakland  and  San  Francisco,  Calif.,  be¬ 
yond  the  intermediate  point  Salt  Lake  City,  Utah,  the  in¬ 
termediate  point  Spokane,  Wash.,  and  the  terminal  point 
Seattle,  Wash. 

Route  B 

Between  the  terminal  point  Boston,  Mass.,  the  inter¬ 
mediate  points  Providence,  R.  I.,  Hartford,  Conn.,  New 
York,  N.  Y.,  Newark,  N.  J,  Philadelphia,  Pa,  Baltimore, 
Md.,  Washington,  D.  C.,  Charlottesville,  Lynchburg,  and 
Danville,  Ya.,  Greensboro,  Winston-Salem,  Charlotte,  and 
Asheville,  N.  C.,  Chattanooga  and  Memphis,  Tenn.,  Shreve¬ 
port,  La.,  Dallas,  Fort  Worth,  and  El  Paso,  Tex.,  San 
Diego,  Los  Angeles,  Bakersfield,  Fresno,  and  Salinas, 
Calif.,  and  the  terminal  points  San  Francisco  and  Oakland, 
Calif. 

Beyond  the  intermediate  point  Asheville,  N.  C.,  the  in¬ 
termediate  points  Atlanta,  Ga.,  Birmingham  and  Mobile, 
Ala.,  Hattiesburg,  Miss.,  New  Orleans,  La.,  Houston,  Gal¬ 
veston,  San  Antonio,  and  Laredo,  Tex.,  and  the  terminal 
point  Brownsville,  Tex. 

23095  Route  C 

Between  the  terminal  point  Detroit,  Mich.,  the 
intermediate  points  Toledo  and  Columbus,  Ohio,  Charles¬ 
ton,  W.  Ya.,  Bristol,  Va.-Tenn.,  Asheville,  N.  C.,  Spartan- 
burg-Greenville,  S.  C.,  Augusta,  Ga.,  and  the  intermediate 
point  Savannah,  Ga.,  beyond  the  intermediate  point 
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Charleston  ,  W.  Va.,  the  intermediate  points  Roanoke,  Va., 
Winston-Salem,  and  Greensboro-High  Point,  N.  C.,  Colum¬ 
bia,  S.  C.,  and  the  intermediate  point  Savannah,  Ga.,  and 
beyond  the  intermediate  point  Savannah,  Ga.,  the  inter¬ 
mediate  points  Jacksonville,  Orlando,  Lakeland,  Tampa, 
and  West  Palm  Beach,  Fla.,  and  the  terminal  point  Miami, 
Fla. 

Route  D 

Between  the  terminal  point  Bristol,  Va.-Tenn.,  the  in¬ 
termediate  points  Asheville,  N.  C.,  Atlanta,  Ga.,  Birming¬ 
ham  and  Mobile,  Ala.,  Hattiesburg,  Miss.,  New  Orleans, 
La.,  Houston,  Galveston,  San  Antonio,  and  Laredo,  Tex., 
and  the  terminal  point  Browmsville,  Tex. 

Flamingo  Air  Service — Docket  No.  2402 
Property  and  mail,  or  property  only 

Route  A 

Between  the  terminal  points  Boston,  Mass.,  and  Miami, 
Fla.,  via  the  intermediate  points  New  Bedford,  Mass., 
Providence,  R.  I.,  Hartford,  New  Haven,  and  Bridgeport, 
Conn.,  New  York,  N.  Yr.,  Newark,  N.  J.,  Philadelphia,  Pa., 
Baltimore,  Md.,  Washington,  D.  C.,  Richmond  and  Norfolk, 
Va.,  Raleigh-Durham  and  Charlotte,  N.  C.,  Augusta,  Ga., 
Charleston,  S.  C.,  Savannah,  Ga.,  Jacksonville,  St.  Au¬ 
gustine,  Daytona  Beach,  Cross  City,  Ocala,  Sanford, 
Orlando,  Plant  City,  Tampa,  Avon  Park,  Ft.  Pierce,  Ft. 
Myers,  W.  Palm  Beach,  and  Ft.  Lauderdale,  Fla. 

Route  B 

Between  the  terminal  points  Miami,  Fla.,  and  New 
Orleans,  LA,  via  the  intermediate  points  Homestead,  Ft. 
Myers,  Avon  Park,  Tampa,  Plant  City,  Cross  City, 
Apalachiocola,  and  Pensacola,  Fla.,  Mobile,  Ala.,  Gulf- 
port-Biloxi,  Miss.,  Hammond,  La.,  and  Morgan  City,  La. 

Route  C 

Between  the  terminal  points  New  Orleans,  La.,  and 
Chicago,  Ill.,  via  the  intermediate  points  Morgan  City, 
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New  Iberia,  and  Hammond,  La.,  Gulfport-Biloxi,  Miss., 
Mobile,  Ala.,  Hattiesburg,  Meridian,  and  Jackson,  Miss., 
Monroe,  La.,  Little  Rock,  Ark.,  Memphis,  Tenn.,  Evansville, 
Ind.,  St.  Louis,  Mo.,  and  Peoria,  Ill. 

23096  Route  D 

Between  the  terminal  points  Miami,  Fla.,  and 
Detroit,  Mich.,  via  the  intermediate  points  Homestead,  Ft. 
Lauderdale,  Ft.  Myers,  W.  Palm  Beach,  Ft.  Pierce,  Avon 
Park,  Tampa,  Plant  City,  Orlando,  Sanford,  Daytona 
Beach,  Ocala,  Cross  City,  St.  Augustine,  and  Jacksonville, 
Fla.,  Atlanta,  Ga.,  Chattanooga,  Knoxville,  and  Nashville, 
Tenn.,  Louisville,  Ky.,  Cincinnati,  Ohio,  Indianapolis,  Ind., 
Dayton,  Springfield,  and  Columbus,  Ohio,  Muncie  and 
Marion,  Ind.,  Lima,  Ohio,  Chicago,  Ill.,  South  Bend,  Ind., 
and  Toledo,  Ohio. 

Route  E 

Between  the  terminal  points  New  Orleans,  La.,  and  New 
York  City,  N.  Y.,  via  the  intermediate  points  Morgan  City, 
New  Iberia,  and  Hammond,  La.,  Gulfport-Biloxi,  Miss., 
Mobile,  Ala.,  Hattiesburg  and  Meridian,  Miss.,  Montgomery 
and  Birmingham,  Ala.,  Atlanta,  Ga.,  Chattanooga,  Knox¬ 
ville,  and  Tri-Cities,  Tenn.,  (Johnson  City,  Kingsport,  & 
Bristol,  Tenn.)  Asheville,  N.  C.,  Roanoke,  Va.,  Charleston, 
W.  Va.,  Pittsburgh,  Pa.,  Washington,  D.  C.,  Baltimore, 
McL,  Harrisburg  and  Philadelphia,  Pa. 

Route  F 

Between  the  terminal  points  New  York  City,  N.  Y.,  and 
Chicago,  Ill.,  via  the  intermediate  points  Newark,  N.  J., 
Albany,  Utica,  Elmira,  Rochester,  and  Buffalo,  N.  Y., 
Youngstown,  Akron,  Cleveland,  and  Toledo,  Ohio,  Detroit, 
Jackson,  Battle  Creek,  Lansing,  and  Grand  Rapids,  Mich., 
and  South  Bend,  Ind., 

or,  in  the  alternative,  between  any  one  or  more  points  in 
any  two  of  the  following  areas : 
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Area  I 

Bounded  on  the  north  by  a  line  drawn  from  Wilmington, 
N.  C.,  to  Camden,  S.  C.,  to  Greenwood,  S.  C.,  to  Gainesville, 
Ga.,  to  Rome,  Ga.,  to  Gadsden,  Ala.,  terminating  at  Gads¬ 
den,  Ala. ;  on  the  east  by  the  Atlantic  Ocean  from  Wilming¬ 
ton,  S.  C.,  along  the  eastern  seaboard  to  Key  West,  Fla.; 
and  on  the  south  and  west  by  the  Gulf  Coast  line  from  Pen¬ 
sacola,  Fla.,  to  Key  West,  Fla.,  and  a  line  drawn  from 
Gadsden,  Ala.,  to  Anniston,  Ala.,  to  Montgomery,  Ala.,  to 
Greenville,  Ala.,  to  Andalusia,  Ala.,  to  Pensacola,  Fla., 
terminating  at  Pensacola,  Fla. 

Area  II 

Bounded  on  the  north  by  a  line  drawn  from  Gadsden, 
Ala.,  to  Winfield,  Ala.,  to  Tupelo,  Miss.,  to  Memphis,  Tenn., 
to  Little  Rock,  Ark.,  to  Texarkana,  Tex.,  terminating  at 
Texarkana;  on  the  west  by  a  line  drawn  from  Texarkana, 
Tex.,  to  Shreveport,  La.,  to  Lufkin,  Tex.,  to  Port 
23097  Arthur,  Tex.,  terminating  at  the  coast  line ;  on  the 
east  by  a  line  drawn  from  Gadsden,  Ala.,  to  Annis¬ 
ton,  Ala.,  to  Montgomery,  Ala.,  to  Greenville,  Ala.,  to 
Andalusia,  Ala.,  to  Pensacola,  Fla.,  terminating  at  the 
coast  lines;  and  on  the  south  by  the  Gulf  Coast  line  from 
Port  Arthur,  Tex.,  to  Pensacola,  Fla.,  terminating  at  Pensa¬ 
cola,  Fla. 

Area  III 

Bounded  on  the  north  by  a  line  drawn  from  Brainerd, 
Minn.,  to  Crosby,  Minn.,  to  Duluth,  Minn.,  to  Ironwood, 
Wis.,  and  following  the  Canadian  boundary  line  from  Iron- 
wood,  Wis.,  through  Lake  Superior  through  Lake  Huron 
to  Port  Huron,  Mich.,  to  Ashtabula,  Ohio,  terminating  at 
Ashtabula,  Ohio;  on  the  east  by  a  line  drawn  from  Ash¬ 
tabula,  Ohio,  to  Youngstown,  Ohio,  to  Wheeling,  W.  Va., 
terminating  at  Wheeling,  W.  Va. ;  on  the  south  by  a  line 
drawn  from  Wheeling,  W.  Va.,  to  Columbus,  Ohio,  to 
Springfield,  Ohio,  to  Indianapolis,  Ind.,  to  Danville,  Ill.,  to 
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Decatur,  Ill.,  to  Springfield,  Ill.,  to  Jacksonville,  Ill.,  to 
Hannibal,  Mo.,  to  Moberly,  Mo.,  to  Chillicothe,  Mo.,  termi¬ 
nating  at  Chillicothe,  Mo. ;  and  on  the  west  by  a  line  drawn 
from  Chillicothe,  Mo.,  to  Bethany,  Mo.,  to  Des  Moines, 
Iowa,  to  Fort  Dodge,  Iowa,  to  Wesley,  Iowa,  to  Mankato, 
Minn.,  to  St.  Cloud,  Minn.,  to  Brainerd,  Minn.,  and  termi¬ 
nating  at  Brainerd. 

Area  IV 

Bounded  on  the  north  and  west  by  a  line  drawn  from 
Ashtabula,  Ohio,  following  the  Canadian  boundary  through 
Lake  Erie  to  Buffalo,  New  York,  and  from  Buffalo,  New 
YY>rk,  through  Lake  Ontario  to  Watertown,  New  York, 
and  from  Watertown,  New’  York,  to  Utica,  New  Y7ork,  to 
Glens  Falls,  New’  York,  to  Springfield,  Vermont,  to  Con¬ 
cord,  N.  H.,  to  Portsmouth,  N.  H.,  terminating  at  the  At¬ 
lantic  coast  line;  on  the  east  by  a  line  drawn  from  Ports¬ 
mouth,  N.  H.,  along  the  Atlantic  coast  to  Ocean  City,  Md., 
terminating  at  Ocean  City,  Md. ;  and  on  the  south  by  a  line 
drawrn  from  Wheeling,  W.  Va.,  to  Uniontown,  Pa.,  to  Cum¬ 
berland,  Ya.,  to  Winchester,  Va.,  to  Quantico,  Va.,  to  Ocean 
City,  Md.,  terminating  at  the  Atlantic  coast  line. 

National  Skyway  Freight  Corp. — Docket  No.  2467 

Freight 

Between  each  terminal  listed  below  in  column  1  and  each 
terminal  listed  in  column  2: 


Column  1 

Los  Angeles,  Calif. 
San  Francisco,  Calif. 
Oakland,  Calif. 
Seattle,  Wash. 
Portland,  Oreg. 
Salinas,  Calif. 


Column  2 

Boston,  Mass. 

New  York,  N.  Y. 
Philadelphia,  Pa. 
Chicago,  Ill. 

Portland,  Maine 
Oklahoma  City,  Okla. 
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2309S  Column  1 

Column  2 

Bakersfield,  Calif. 

New  Orleans,  La. 

Phoenix,  Ariz. 

Baltimore,  Md. 

El  Centro,  Calif. 

Washington,  D.  C. 

Fresno,  Calif. 

Pittsburgh,  Pa. 

Modesto,  Calif. 

Cincinnati,  Ohio 

Stockton,  Calif. 

St.  Louis,  Mo. 

Holtville,  Calif. 

Cleveland,  Ohio 

Thermal,  Calif. 

Indianapolis,  Ind. 

Tucson,  Ariz. 

Detroit,  Mich. 

Orovilie,  Calif. 

Dallas-Ft.  Worth,  Tex. 

Blythe,  Calif. 

Houston,  Tex. 

Brawley,  Calif. 

Dayton,  Ohio 

San  Mateo,  Calif. 
Wenatchee,  Wash. 

or  in  the  alternative, 

Route  1 

Fort  Myers,  Fla. 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  San  Francisco,  Calif. 

Route  2 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Seattle,  Wash. 

Route  3 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Portland,  Oreg. 

Route  4 

Between  the  terminal  point  Los  Angeles,  Calif.,  and  the 
terminal  point  Oakland,  Calif. 

Route  6 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  New  Orleans,  La. 

Route  7 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  Miami,  Fla. 
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23099  Route  8 

Between  the  terminal  point  Chicago,  Ill.,  and  the 
terminal  point  Boston,  Mass. 

Route  9 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  Philadelphia,  Pa. 

Route  10 

Between  the  terminal  point  Chicago,  Ill.,  and  the  terminal 
point  Dallas-Ft.  Worth,  Tex. 

Route  12 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  New  Orleans,  La. 

Route  13 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  Chicago,  Ill. 

Route  14 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  Cleveland,  Ohio. 

Route  15 

Between  the  terminal  point  Baltimore,  Md.,  and  the 
terminal  point  St.  Louis,  Mo. 

Route  16 

Between  the  terminal  point  Cleveland,  Ohio,  and  the 
terminal  point  Miami,  Fla. 

Route  17 

Between  the  terminal  point  Cleveland,  Ohio  and  the 
terminal  point  Philadelphia,  Pa. 

Route  18 

Between  the  terminal  point  Philadelphia,  Pa.,  and  the 
terminal  point  St.  Louis,  Mo. 

23100  Route  19 

Between  the  terminal  point  Philadelphia,  Pa., 
and  the  terminal  point  Miami,  Fla. 
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Route  20 

Between  the  terminal  point  Philadelphia,  Pa.,  and  the 
terminal  point  New  Orleans,  La. 

Route  21 

Between  the  terminal  point  Indianapolis,  Ind.,  and  the 
terminal  point  New  York,  N.  Y. 

Route  22 

Between  the  terminal  point  Indianapolis,  Ind.,  and  the 
terminal  point  Miami,  Fla. 

Route  23 

Between  the  terminal  point  Cincinnati,  Ohio,  and  the 
terminal  point  New  York,  N.  Y. 

Route  24 

Between  the  terminal  point  Washington,  D.  C.,  and  the 
terminal  point  Miami,  Fla. 

Route  25 

Between  the  terminal  point  Washington,  D.  C.,  and  the 
terminal  point  New  York,  N.  Y. 

Route  26 

Between  the  terminal  point  Detroit,  Mich.,  and  the 
terminal  point  New  Orleans,  La. 

Route  27 

Between  the  terminal  point  Detroit,  Mich.,  and  the 
terminal  point  Miami,  Fla. 

Route  28 

Between  the  terminal  point  Detroit,  Mich.,  and  the 
terminal  point  Boston,  Mass. 

23101  Route  29 

Between  the  terminal  point  New  York,  N.  Y.,  and 
the  terminal  point  Miami,  Fla. 

Route  30 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Chicago,  Ill. 
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Route  31 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Detroit,  Mich. 

Route  32 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Pittsburgh,  Pa. 

Route  33 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  New  Orleans,  La. 

Route  34 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  St.  Louis,  Mo. 

Route  35 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Cleveland,  Ohio. 

Route  36 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Milwaukee,  Wis. 

Route  37  v 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Minneapolis,  Minn. 

Route  38 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Kansas  City,  Kans. 

23102  Route  39 

Between  the  terminal  point  New  York,  N.  Y.,  and 
the  terminal  point  Dallas,  Tex. 

Route  40 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Boston,  Mass. 

Route  41 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Omaha,  Nebr. 


605 


Examiners 9  Report  Docket  810 


Route  42 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Houston,  Tex. 

Route  43 

Between  the  terminal  point  New  York,  N.  Y.,  and  the 
terminal  point  Balitmore,  Md. 

Route  45 

Between  the  terminal  point  Boston,  Mass.,  and  the 
terminal  point  Cleveland,  Ohio. 

Route  46 

Between  the  terminal  point  Boston,  Mass.,  and  the 
terminal  point  St.  Louis,  Mo. 

Route  47 

Between  the  terminal  point  Boston,  Mass.,  and  the 
terminal  point  Miami,  Fla. 

Route  48 

Between  the  terminal  point  Boston,  Mass.,  and  the 
terminal  point  New  Orleans,  La. 

23103  Route  49 

Between  the  terminal  point  Portland,  Maine,  and 
the  terminal  point  Chicago,  Ill. 

Route  50 

Between  the  terminal  point  Portland,  Maine,  and  the 
terminal  point  New  York,  N.  Y. 

Route  51 

Between  the  terminal  point  Portland,  Maine,  and  the 
terminal  point  St.  Louis,  Mo. 

Route  52 

Between  the  terminal  point  Portland,  Maine,  and  the 
terminal  point  Cleveland,  Ohio. 

Route  53 

Between  the  terminal  point  San  Francisco,  Calif.,  and 
the  terminal  point  Seattle,  Wash. 
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Route  54 

Between  the  terminal  point  San  Francisco,  Calif.,  and 
the  terminal  point  Portland,  Oreg. 

Route  55 

Between  the  terminal  point  Oakland,  Calif.,  and  the 
terminal  point  Seattle,  Wash. 

Route  56 

Between  the  terminal  point  Oakland,  Calif.,  and  the 
terminal  point  Portland,  Oreg. 


American  Exceptions 

23249 

•  •  i  •  • 

EXCEPTIONS  ON  BEHALF  OF  AMERICAN 
AIRLINES,  INC.  TO  THE  REPORT  OF 
EXAMINERS  WILLIAM  F.  CUSICK 
AND  R.  VERNON  RADCLIFFE 

Comes  now  American  Airlines,  Inc.,  by  its  attorneys, 
and  reserving  all  objections  heretofore  made  and  all  excep¬ 
tions  heretofore  taken,  presents  its  exceptions  to  the  re¬ 
port  of  Examiners  William  F.  Cusick  and  R.  Vernon  Rad- 
cliffe  in  the  above-entitled  proceeding,  served  March  12, 
1948,  as  follows: 

1.  Exception  is  taken  to  the  Examiners’  recommenda¬ 
tions  numbered  1  through  9,  at  pages  318-321. 

These  recommendations  are  inconsistent  with  the  sta¬ 
tutory  standards  of  public  convenience  and  necessity,  as 
defined  in  Section  2  of  the  Civil  Aeronautics  Act.  The 
certification  of  the  six  applicants,  as  recommended  by  the 
Examiners,  would  discourage  and  retard  the  development 
of  an  air  transportation  system  properly  adapted  to  the 
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needs  of  commerce,  the  Postal  Service  and  the 

23250  national  defense;  it  would  create  unsound  eco¬ 
nomic  conditions  in  air  transportation;  it  would 

not  promote  adequate,  economic  and  efficient  service,  but 
would  create  unjust  discriminations  and  undue  prefer¬ 
ences  and  advantages,  as  between  major  cities  and  smaller 
communties  and  as  between  large  shippers  and  small 
shippers;  and  it  would  introduce  competition  far  in  ex¬ 
cess  of  that  necessary  to  assure  the  sound  development 
of  an  air  transportation  system. 

2.  Exception  is  taken  to  the  Examiners’  statement  that 
"There  is  available,  however,  some  data  covering  the  ap¬ 
plicants’  past  activities,  and  in  addition  there  should  be 
available  to  the  Board,  prior  to  decision,  later  reports  of 
financial  and  operating  statistics  for  the  operating  appli¬ 
cants,  which  will  be  of  great  value.”  (Report,  pp.  215- 
216). 

The  only  data  upon  which  the  Examiners’  Report  is 
based  are  those  covering  certain  operations  performed  by 
some  of  the  applicants  as  contract  carriers,  and  the  appli¬ 
cants’  own  estimates  as  to  costs  and  operations.  Since 
June  1947,  all  of  the  applicants  have  been  authorized,  by 
special  exemption  of  the  Board,  to  operate  as  common 
carriers,  under  Section  292.5  of  the  Economic  Regulations. 
Complete  reports  of  financial  and  operating  statistics  for 
the  operations  conducted  under  this  exemption  order 
would  provide  a  much  more  reliable  basis  upon  which  to 
judge  the  applicants’  proposals  than  do  the  incomplete 
“reports”  of  their  unregulated  contract  operations  and 
their  own  enthusiastic  estimates,  upon  which  the  Exam¬ 
iners’  recommendations  are  based. 

23251  3.  Exception  is  taken  to  the  Examiners’  finding 
that  “The  severe  surface  competition  foreseen  for 

the  feeder  operators  will  be  less  of  a  deterrent  factor  in 
air  freight,  principally  because  of  the  emphasis  on  long- 
haul  rather  than  short-haul  local  service.”  (Report,  p. 
216). 
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This  conclusion  understates  the  extent  to  which  surface 
competition  will  affect  the  development  of  air  freight.  It 
is  inconsistent  with  the  Examiners’  earlier  statement  at 
pages  8  and  9  of  the  Report,  where  they  said,  “It  is  recog¬ 
nized  that  air  freight  in  its  present  stage  at  least  is  a 
relatively  high  cost  medium  of  transportation  which, 
aside  from  other  factors,  would  act  as  deterrent  to  any 
appreciable  movement  of  the  greater  percentage  of  prod¬ 
ucts  now  moving  in  interstate  commerce.” 

4.  Exception  is  taken  to  the  Examiners’  conclusion  that 
a  number  of  the  proposals  appear  to  offer  a  sufficient 
amount  of  new  service  to  warrant  an  experiment  in  prop¬ 
erty-only  air  service.  (Report,  p.  216). 

The  only  support  for  this  finding  is  found  in  the  vague 
promises  of  certain  of  the  applicants.  The  record  con¬ 
tains  no  evidence  that  service  between  cities  not  already 
served  has  been  provided  by  any  of  the  applicants  on 
a  contract  basis  in  any  significant  quantity.  The  record 
contains  no  evidence  that  there  exists  sufficient  freight 
potential  between  cities  not  already  receiving  one-carrier 
air  service  to  justify  the  certification  of  a  single  addi¬ 
tional  carrier.  The  record  is  silent  with  respect  to  and 
the  Examiners,  so  far  as  this  Report  shows,  are 
23252  unaware  of  the  limited  extent  to  which  any  new 
service  has  been  offered  by  carriers  operating 
under  Section  292.5  of  the  Economic  Regulations. 

5.  Exception  is  taken  to  the  Examiners’  reasoning  that 
the  availability  of  the  services  of  Air  Cargo  Inc.  to  the 
applicants  in  this  proceeding  is  a  factor  to  be  weighed 
in  favor  of  their  certification.  (Report,  p.  217). 

Whether  or  not  the  services  of  Air  Cargo  Inc.  should 
be  available  to  any  person  hereafter  certificated  “as  a 
matter  of  right”  is  a  question  presently  before  the  Board 
on  petition  for  reconsideration  of  its  approval  of  Agree¬ 
ment,  C.  A.  B.  No.  1041.  In  any  event,  however,  the  fact 
that  certain  of  the  presently  certificated  carriers  have 
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made  notable  strides  in  promoting  the  economy  of  ground 
operations,  in  connection  with  freight  service,  cannot 
serve  as  an  element  in  favor  of  the  certification  of  addi¬ 
tional  carriers  who  have  made  no  contribution  to  and 
played  no  part  in  the  development  of  Air  Cargo  Inc. 

6.  Exception  is  taken  to  the  Examiners’  conclusion  that 
‘‘The  concept  of  air  freight  service  that  has  been  labeled 
area  or  demand  service  appears  to  offer  a  number  of 
new  ideas  particularly  designed  to  give  a  broad  coverage 
of  service  and  a  promise  of  attendant  economy.”  (Report, 
p.  217). 

The  principal  service  provided  under  the  concept  of  air 
freight  service  that  has  been  labeled  “area”  is,  by  defi¬ 
nition,  service  between  the  major  cities  of  the  United 
States  which  already  are  served  by  one  or  more 
23253  carriers.  The  only  element  of  additional  coverage 
offered  by  that  concept  is  the  so-called  demand 
service,  which  the  Examiners  themselves  conclude  is 
really  nothing  new,  since  it  can  be  provided  by  the  carriers 
already  certificated.  (Report,  p.  219). 

The  Examiners’  conclusion  that  there  is  a  promise  of 
attendant  economy  in  “area”  service  has  no  support  in 
the  facts  of  record  or  in  the  Examiners’  reasoning.  At 
p.  218  of  the  Report,  they  list  three  economies  in  opera¬ 
tion  offered  by  demand  service.  The  first  is  the  one-car¬ 
rier  movement  made  possible.  (See  Exception  No.  20 
hereafter.)  The  other  two,  i.e.,  the  elimination  of  stops 
except  when  traffic  is  available  and  the  use  of  the  most 
direct  routing  between  points  served  on  a  given  flight, 
are  already  effected  by  existing  carriers  and  are  by  no 
means  peculiar  to  the  demand  service  proposed  by  the 
applicants. 

7.  Exception  is  taken  to  whatever  reliance  the  Exam¬ 
iners  placed  upon  California-Eastern’s  estimate  of  a 
freight  potential  of  5.6  billion  ton  miles  by  1950  at  a  12- 
cent  rate  and  Slick  Airways’  estimate  of  5  billion  ton 
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miles  by  1950  at  a  9-cent  rate,  as  well  as  the  Examiners’ 
own  computation  that  a  5  billion  ton  mile  potential  for 
air  freight  is  less  than  1  per  cent  of  anticipated  surface 
freight  volume.  (Report,  pp.  227-228). 

The  two  applicants’  estimates  are  based  upon  rates 
which  the  record  in  this  proceeding  shows  to  be  impossi¬ 
ble  of  attainment  in  the  near  future.  The  fact  that  5 
billion  ton  miles  constitute  only  a  small  percentage 

23254  of  surface  traffic  is  an  unrelated  exercise  in  arith¬ 
metic,  that  is  immaterial  to  the  issue  of  whether 

the  public  convenience  and  necessity  require  6  or  14  addi¬ 
tional  air  carriers. 

8.  Exception  is  taken  to  the  Examiners’  finding  that 
cut  flowers  and  newspapers  are  new  traffic  in  air  freight. 
(Report,  p.  230). 

This  is  erroneous.  The  record  discloses  that  both  com¬ 
modities  were  carried  in  air  transportation  before  the 
beginning  of  World  War  II. 

9.  Exception  is  taken  to  the  Examiners’  acceptance, 
without  critical  evaluation,  of  the  California-Eastern 
graph,  appearing  at  p.  63A,  which  compares  freight 
volumes  and  rates,  and  to  their  resulting  conclusion  that 
a  potential  of  1  billion  ton  miles  is  indicated  at  a  rate  of 
approximately  16  cents  a  ton  mile.  The  graph  considers 
only  a  single  element  of  traffic  movement,  i.e.,  rates.  The 
services  compared  have  certain  fundamental  differences 
that  account  for  increased  or  decreased  volume,  entirely 
without  regard  to  the  rates  charged.  For  example,  the 
peculiarly  personal  nature  of  the  fourth  class  mail  ser¬ 
vice  and  its  universal  coverage  would  account,  in  some 
measure,  for  its  volume,  notwithstanding  the  rate  at  which 
it  is  offered.  Again  the  average  length  of  haul  of  Rail¬ 
way  Express  and  the  nation-wide  scope  of  the  Railway 
Express  service  would  account  for  a  certain  amount  of 
volume  quite  apart  from  rates.  Thus  a  trend  line  based 

entirely  upon  rates  is  extremely  misleading. 

23255  The  Examiners’  reliance  upon  an  airport-to- 
airport  rate  of  14  cents  per  ton  mile  finds  no  sup- 
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port  in  the  record,  either  with  respect  to  the  major  cities 
service  or  the  demand  service  proposed  by  the  applicants. 
Furthermore,  the  possibility  of  achieving  such  a  rate  in 
actual  practice,  aside  from  applicants’  promises,  must  be 
examined  in  the  light  of  the  applicants’  own  experience 
under  Section  292.5  of  the  Economic  Regulations. 

10.  Exception  is  taken  to  the  Examiners’  reliance  upon 
the  testimony  of  three  shippers  cited  at  pp.  236-238  and 
to  their  conclusions  from  this  testimony  that  the  “Appli¬ 
cants  are  meeting  an  industry  need  for  the  rapid  move¬ 
ment  of  property.”  (Report,  p.  238). 

The  examples  cited  are  irrelevant  to  the  issue  of  the 
public  convenience  and  necessity  of  the  applicants’  pro¬ 
posals,  without  analysis,  which  has  not  been  made,  a s  to 
whether  the  applicants’  contract  services  are  not  entirely 
adequate  to  the  needs  of  these  shippers  and  as  to  the 
rates  at  which  the  shipments  described  by  the  witnesses 
have  moved.  It  should  be  noted  that  these  three  shipper 
witnesses  whose  testimony  is  cited  by  the  Examiners, 
presumably  in  support  of  the  area  certifications  recom¬ 
mended,  ship  principally  between  New  York-Los  Angeles, 
Chicago- Atlanta,  San  Francisco-Chicago,  all  of  which  pre¬ 
sently  receive  one-carrier  freight  service  by  several  car¬ 
riers . 

11.  Exception  is  taken  to  the  Examiners’  finding  that 

.  .  operations  can  be  profitably  conducted  at  a  16-cent 

rate  (14  cents  airport-to-airport).”  (Report,  p. 
23256  238.) 

The  reports  cited  by  the  Examiners,  in  sup¬ 
port  of  this  conclusion,  are  only  fragmentary.  Their 
conclusion  must  be  examined,  in  the  light  of  the  full 
financial  reports  of  the  carriers  operating  under  Section 
292.5  and  of  the  record  made  by  those  applicants  in  the 
Air  Freight  Rate  Case ,  Docket  No.  1705  et  al.  The  Ex¬ 
aminers,  however,  failed  to  analyze  even  the  fragmentary 
reports  upon  which  their  conclusion  is  based,  in  that 
there  is  no  finding  as  to  whether  the  operations  allegedly 
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conducted  profitably  during  the  month  of  October  1947 
by  California-Eastern  and  Slick  Airways  were  compara¬ 
ble  to  those  recommended  by  the  Examiners  for  certifica¬ 
tion,  i.e.,  area  service,  or  whether  they  did  not  consist 
entirely  of  operations  between  a  limited  number  of  major 
traffic  centers. 

12.  Exception  is  taken  to  the  vagueness  and  generality 
of  the  Examiners’  discussion  of  and  findings  with  respect 
to  estimated  freight  potential.  (Report,  pp.  227-240). 

They  have  made  no  finding  in  support  of  their  recom¬ 
mendation  of  6  additional  certificated  carriers  that  indi¬ 
cates  which  cities  in  the  United  States  show  sufficient 
freight  potential  to  justify  additional  service.  They  have 
made  no  finding  as  to  the  freight  potential  that  will  be 
served  by  the  new  one-carrier  service  which  presumably 
is  at  least  a  partial  basis  for  their  recommendation  that 
additional  carriers  be  certificated.  Their  entire  discussion 
comes  to  no  more  than  a  conclusion  that  a  great  deal  of 
air  freight  should  move,  at  some  time  in  the  future, 
between  some  places  and  other  places  in  the  United  States, 
given  low  enough  rates. 

23257  13.  Exception  is  taken  to  the  Examiners’  con¬ 

clusion  that  “Thus,  the  previous  finding  relating 
to  the  future  size  of  air  freight  traffic  has  opened  the  door 
to  consideration  of  competitive  service  between  the  gen¬ 
eral  major  traffic  areas  set  forth.”  (Report,  p.  242). 

The  findings  of  the  Examiners  with  respect  to  the  fu¬ 
ture  size  of  air  freight  traffic,  in  addition  to  being  vague 
and  general,  cannot  be  accepted  by  the  Board,  because 
they  are  based  upon  a  promised  14-cent  rate  ■which  must 
be  examined,  in  the  light  of  actual  operating  experience 
in  recent  months  of  both  the  certificated  carriers,  and 
of  the  applicants  in  this  proceeding  under  Section  292.5 
of  the  Economic  Regulations. 

14.  Exception  is  taken  to  the  Examiners’  conclusion 
that  .  .  as  freight  traffic  grows  in  volume  the  relative 
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amount  than  can  move  in  combination,  as  opposed  to  all¬ 
cargo,  equipment  will  become  less.”  (Report,  p.  245). 

This  is  based  entirely  upon  assumption  and  has  no  sup¬ 
port  in  the  record.  As  stated,  it  may  lead  to  further  er¬ 
roneous  conclusions.  While  it  is  possible  that  at  some 
future  time  in  the  development  of  freight  a  greater  per¬ 
centage  of  freight  will  move  in  all-cargo  planes  than  in 
combination  equipment,  the  important  fact,  in  terms  of 
economy  of  operation,  still  remains,  that  is,  that  a  sub¬ 
stantial  volume  of  freight  will  always  be  moved  on  com¬ 
bination  flights  moving  with  ever  increasing  frequency 
between  the  major  cities  where  the  freight  volume  will  be 
heaviest.  It  would  be  a  shameless  economic  waste  not  to 
utilize  such  space. 

23258  15.  Exception  is  taken  to  the  Examiners’  con¬ 

clusions  that:  “As  traffic  grows,  a  fairly  complete 
segregation  of  passenger  and  freight  operation  will  fol¬ 
low.”  (Report,  pp.  245-246) ;  .  .  as  traffic  increases  it 

is  foreseen  that  the  operations  at  major  points  will  closely 
resemble  those  of  an  independent  all-cargo  operator.” 
(Report,  p.  246) ;  and  “The  development  of  freight  traffic 
at  major  centers  will,  as  was  previously  indicated,  create 
a  need  for  separation  of  freight  and  passenger  handling 
facilities  by  the  multiple-service  carrier.”  (Report,  p. 
247). 

The  only  evidence  of  record  bearing  upon  the  segrega¬ 
tion  of  freight  and  passenger  operations  is  the  contract 
experience  of  the  applicants.  The  fact  that  they  estab¬ 
lished  facilities  in  a  few  cities  at  airports  not  generally 
used  by  the  commercial  airlines  cannot  support  the  con¬ 
clusion  that  the  freight  operations  of  the  multiple-service 
carriers  will  be  segregated  from  their  other  services.  This 
conclusion  errs  further  in  failing  to  recognize  that  the 
certificated  carriers  operate  not  only  a  passenger  service 
but  also  express  and  mail  services.  These  latter  two  ser¬ 
vices  utilize  practically  all  personnel  and  facilities  jointly 
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with  the  freight  service,  and  the  passenger  service  benefits 
jointly  with  the  freight  service  from  a  substantial  portion 
of  the  entire  system  expenditures. 

These  conclusions  of  the  Examiners  fail  to  give  proper 
weight  to  the  substantial  economies  in  Ground  Operations, 
Traffic  and  Sales,  Advertising  and  Publicity,  and  General 
and  Administrative  expenses,  as  well  as  flight  costs,  that 
are  possible  through  a  multiple-service  operation. 

23259  The  conclusions  further  err  in  the  unfounded  as¬ 
sumption  that  at  major  traffic  centers  full  utiliza¬ 
tion  of  facilities  is  possible  and  probable  through  the  opera¬ 
tion  of  only  a  single  service.  The  Examiners  failed  to 
consider  that  many  of  the  personnel  and  facilities  em¬ 
ployed  in  air  transportation  can  be  jointly  used  with 
greater  efficiency  when  the  entire  transportation  load  is 
concentrated  in  a  single  carrier.  In  many  respects  the 
services  complement  each  other,  for  example,  in  the  utiliza¬ 
tion  of  personnel  at  different  times  of  day. 

16.  Exception  is  taken  to  the  Examiners’  reliance  upon 
the  feasibility  of  the  applicants  contracting  for  “.  .  .  sta¬ 
tion  traffic  and  handling  functions  with  a  local  fixed-base 
operator,  trucker,  or  freight  forwarder.”  (Report,  p.  248). 

There  is  no  evidence  in  the  record  which  indicates  to 
what  extent  such  services  are  or  will  be  available,  and  there 
is  no  support  for  a  finding  that  they  will  provide  a  feasible 
basis  for  the  type  of  operation  recommended  by  the  Ex¬ 
aminers. 

Further  error,  applicable  not  only  to  this  finding  but  to 
several  other  findings  involving  the  Examiners’  reliance 
upon  the  applicants’  proposals  to  provide  demand  service, 
is  that  nowhere  in  the  entire  Report  is  there  any  statement 
as  to  which  cities  shall  be  served  as  demand  points  and 
which  shall  be  served  otherwise.  The  result  is  to  make  the 
entire  notion  of  demand  service,  as  described  by  the  Ex¬ 
aminers,  vague  and  indefinite  and  one  that  cannot 

23260  be  tested  against  the  possibility,  indeed  proba¬ 
bility,  that  fixed-base  operators  or  other  persons 
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competent  to  assume  the  ground  functions  of  air  carriers 
will  not  be  available  to  the  cities  to  which  the  applicants 
“would  provide  demand  service”.  The  record  contains 
no  evidence  as  to  the  probable  costs  of  obtaining  such  ser¬ 
vices  at  demand  points,  in  the  event  they  could  be  obtained, 
and  the  Examiners’  conclusions,  therefore,  as  to  the  com¬ 
parative  cost  of  service  at  demand  points  lacks  factual 
foundation. 

17.  Exception  is  taken  to  the  Examiners’  conclusion 
in  describing  the  novelty  of  demand  service  that:  “The 
multiple-service  carrier  must  make  its  scheduled  stops, 
profitable  or  otherwise.”  (Report,  p.  249). 

The  Examiners,  at  p.  219  of  the  Report,  previously 
concluded  .  .  that  any  carrier  certificated  in  the  manner 
of  the  permanently  certificated  carriers  could  offer  as  to 
its  certificated  points  what  has  been  labeled  herein  a  ‘de¬ 
mand’  service.”  (Report,  p.  219). 

18.  Exception  is  taken  to  the  Examiners’  conclusion 
“In  many  cases,  a  load  exceeding  1,000  pounds  could  not 
be  placed  aboard  combination  equipment  and  would  re¬ 
quire  a  stop  by  an  all-cargo  plane.”  (Report,  p.  249). 

This  finding  errs  in  that  it  implies  that  a  combination 
aircraft  cannot  accommodate  a  1,000  pound  load.  The 
record  shows  that  the  cargo  capacity  of  all  combination 
aircraft  in  use  today  exceeds  1,000  pounds. 

23261  19.  Exception  is  taken  to  any  weight  which  the 

Examiners  attached  to  the  finding  that  “But  no 
proposal  in  the  proceeding  is  entirely  competitive  with 
one  multiple-service  carrier.”  (Report,  p.  249). 

The  destructive  effect  of  an  applicant’s  proposal  upon 
the  air  transport  system  is  not  mitigated  by  the  fact  that 
it  will  duplicate  the  services  of  two,  three  or  more  existing 
carriers,  instead  of  confining  its  duplication  to  a  single 
carrier. 

20.  Exception  is  taken  to  the  Examiners’  statement  that 
“All  [applicants]  propose  some  new  one-carrier  service; 
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several  propose  a  substantial  amount,  including  points 
not  presently  certificated.”  (Report,  p.  249). 

At  no  place  in  the  entire  Report  do  the  Examiners  set 
forth  the  extent  of  the  new  one-carrier  service  proposed 
by  any  of  the  applicants  whose  certification  they  recom¬ 
mend.  At  no  place  in  the  Report  do  the  Examiners  con¬ 
sider  specifically  the  freight  traffic  potential  between  those 
cities  where  the  applicants  propose  new  one-carrier  ser¬ 
vice.  At  no  place  in  the  Report  do  the  Examiners  weigh 
the  benefits  of  the  applicants  new  one-carrier  service 
against  the  diversion  that  will  result  from  existing  car¬ 
riers,  as  a  result  of  the  applicants  proposals  to  duplicate, 
triplicate  and  quadruplicate  existing  services. 

21.  Exception  is  taken  to  the  Examiners’  reliance  in 
their  recommendation  that  certain  of  the  applicants  be 
certificated  upon  the  finding  that  “It  therefore  follows  that 
additional  comparative  cost  factors  are  present 
23262  in  the  ground  handling  required  at  the  junction 
point  of  the  tw’o-carrier  service  and  in  any  extra 
mileage  involved  in  the  connecting  service.”  (Report,  p. 
250). 

The  cost  advantages  stated  by  the  Examiners  are  an 
unsound  basis  upon  which  to  rest,  even  in  part,  the  cer¬ 
tification  of  additional  carriers.  The  Examiners  have 
failed  to  specify  the  instances  in  which  the  applicants 
would  have  the  cost  advantages  referred  to,  as  compared 
with  existing  one-carrier  services.  If  any  such  instances 
do  obtain,  their  permanence  is  by  no  means  assured,  since 
the  existing  carriers  could  remove  any  cost  disadvantage 
under  which  they  were  operating  by  interchange  agree¬ 
ments  or  by  route  extensions.  In  connection  with  these 
cost  advantages,  the  Examiners’  owm  statement  at  p.  217 
of  the  Report  should  be  considered. 

“It  will,  of  course,  mean  competition  for  the  present 
airlines  operating  between  the  major  cities  in  those 
trade  areas;  but  those  carriers,  under  the  existing 
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liberal  nonstop  regulation,  should  be  in  no  inferior 
competitive  position  between  such  points.” 

22.  Exception  is  taken  to  the  Examiners7  statement 
that  American  Airlines  estimated  that  it  could  obtain  an 
average  utilization  of  only  50  per  cent  of  the  space  on 
combination  aircraft  suitable  for  cargo  operations. 

American’s  exhibit  dealing  with  the  availability  of  space 
on  combination  equipment  assumed  for  purposes  of  com¬ 
parison,  rather  than  estimated,  that  at  the  outside  a  maxi¬ 
mum  of  two-thirds  of  available  excess  capacity  on  combina¬ 
tion  flights  might  not  be  usable  for  freight  for 
23263  any  one  of  a  variety  of  reasons.  No  further  as¬ 
sumption  was  made,  even  for  purposes  of  com¬ 
parison,  as  to  how  much  of  the  remaining  one-third  could 
be  used  for  freight.  There  is  no  reason  why  all  of  it  should 
not  be  usable.  (Exhibit  AA-14,  p.  2). 

23.  Exception  is  taken  to  the  Examiners’  estimate  that 
freight  would  move  at  a  cost  of  about  14  cents  a  ton  mile 
on  an  airport-to-airport  basis.  (Report,  p.  252). 

Nowhere  in  the  Report  do  the  Examiners  provide  the 
basis  for  this  cost  estimate.  At  p.  238,  they  do  estimate 
that  operations  can  be  conducted  at  a  rate  of  14  cents  on 
an  airport-to-airport  basis.  This  rate  estimate  is  based 
only  on  applicants’  promises.  (See  Exception  No.  11.) 

24.  Exception  is  taken  to  the  Examiners’  statement  that 
“Until  load  factors  on  such  flights  exceed  72  percent  it 
would  appear  that  the  previously  indicated  18  percent  of 
total  freight  which  could  be  accommodated  on  combination 
equipment  could  equally  well  be  hauled  on  the  all-cargo 
schedules.  It  would  be  absurd  to  contend  that  on  such 
schedules  all  cargo  up  to  a  certain  load  factor  should  pay 
its  owm  way,  and  thereafter  any  additional  load  should 
be  assessed  only  on  an  added  cost  basis.”  (Report,  p.  253). 

This  conclusion  exhibits  a  failure  to  appreciate  the  true 
economies  possible  through  the  utilization  of  combination 
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equipment  for  the  carriage  of  freight.  This  permts  a  more 
intensive  utilization  of  existing  air  transportaton  equip¬ 
ment  and  personnel  at  a  saving  to  the  entire  opera- 

23264  tion.  The  savings  accomplished  by  the  resulting 
increase  in  pay  load  can  be  distributed  to  any  one 

or  all  of  the  types  of  services  benefited  by  the  increased 
utilization  of  the  combination  equipment. 

25.  Exception  is  taken  to  the  Examiners’  conclusion 
that  “.  .  .  it  appears  doubtful  that  any  appreciable  use  of 
such  space  will  be  made  for  the  carriage  of  freight,  as 
distinct  from  express  and  mail,  at  such  time  as  segrega¬ 
tion  of  freight  and  passenger  operations  becomes  prevalent 
at  major  cities.”  (Report,  p.  252). 

There  is  no  basis  in  the  record  for  the  Examiners’  con¬ 
clusion  that  there  will  develop  any  segregation  of  freight 
and  passenger  operations  or  that  the  space  available  on 
combination  aircraft  will  not  be  used  for  the  carriage  of 
freight. 

26.  Exception  is  taken  to  the  Examiners’  discussion  of 
questions  relating  to  comparative  cost  (Report,  pp.  243- 
253),  in  that  they  fail  to  find  that  freight  can  be  carried 
by  the  established  multiple-service  operators  at  a  cheaper 
cost  than  would  have  to  be  incurred  by  a  carrier  of  freight 
only. 

27.  Exception  is  taken  to  the  Examiners’  conclusion  that 
“While  the  record  is  not  extensive  as  to  specific  points, 
presently  uncertificated,  that  would  benefit  from  demand 
service,  past  operations  of  the  applicants  have  indicated 
that  there  are  a  substantial  number  of  such  points.”  (Re¬ 
port,  p.  254). 

It  is  true  that  the  record  is  not  extensive  as  to  any  points 
that  would  benefit  from  demand  service.  The  record  does 
not  disclose,  however,  that  the  past  operations  of 

23265  the  applicants  have  benefited  any  substantial 
number  of  points  not  presently  certificated.  Fur¬ 
thermore,  the  Examiners’  finding  in  this  regard  is  made 
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without  the  benefit  of  the  operating  experience  these  ap¬ 
plicants  have  had  under  Section  292.5  of  the  Economic 
Regulations. 

28.  Exception  is  taken  to  the  Examiners’  failure,  in 
their  recommendations  with  respect  to  demand  service, 
pp.  253-256,  to  recognize  the  discriminatory  effect  of  such 
a  plan  of  operations  upon  small  cities  and  small  shippers. 
They  have  failed  to  recognize  that  the  demand  service, 
on  the  terms  proposed  by  the  applicants,  is  inconsistent 
with  the  obligation  of  a  common  carrier  to  serve  the  entire 
public. 

29.  Exception  is  taken  to  the  Examiners’  reliance  in 
their  discussion  of  diversion  upon  the  fact  that  a  majority 
of  the  applicants  are  now  operating  under  the  Board’s 
exemption  order  as  scheduled  common  carriers,  between 
the  points  for  which  certification  is  sought. 

The  fact  that  the  applicants  have  been  permitted  to  par¬ 
ticipate  in  common  carrier  service  without  a  finding  of 
public  convenience  and  necessity  and  have  thus  been  able 
to  divert  traffic  from  the  existing  carriers  in  advance  of 
certification  does  not  render  the  diversion  any  less  de¬ 
structive. 

30.  Exception  is  taken  to  the  Examiners’  failure  to  ap¬ 
preciate  the  weakening  of  the  existing  transportation  sys¬ 
tem  that  will  result  from  the  duplication  of  existing  facili¬ 
ties,  overheads  and  administrative  organizations. 

23266  31.  Exception  is  taken  to  the  Examiners’  con¬ 

clusions  that  in  the  concentration  on  a  single  type 
of  traffic  possibilities  for  great  economies  exist.  (Report, 
pp.  262,  263). 

This  recommendation  flaunts  transportation  history  and 
ignores  the  substantial  economies  that  are  possible  through 
the  joint  utilization  of  facilities.  In  air  transportation, 
as  in  other  public  utility  fields,  “specialists”  increase  the 
cost  of  the  product  to  the  public  because  they  make  it 
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necessary  for  the  cost  of  the  entire  plant  to  be  borne  by 
a  single  product.  Low  cost  air  transportation  is  possible 
only  through  concentration  rather  than  diversification. 

32.  Exception  is  taken  to  the  Examiners’  conclusion 
that  “.  .  .  it  is  nevertheless  abundantly  clear  from  the  evi¬ 
dence  that  the  traffic  flow  in  an  all-property  operation 
must  be  predominantly  from  area  to  area.”  (Report,  p. 
288). 

This  conclusion  is  entirely  without  meaning.  Traffic, 
whether  it  is  passenger,  express,  mail  or  freight,  moves 
from  one  point  to  another  point.  Freight  moves  from  New 
York  to  Los  Angeles  or  New  York  to  Chicago.  It  adds 
nothing  to  the  analysis  of  the  problem  to  lump  together 
all  of  the  traffic  moving  from  eastern  cities  to  Pacific  Coast 
cities  and  vice  versa,  and  then  to  conclude  that  traffic  flows 
from  the  Eastern  area  to  the  Pacific  Coast  area .  Signi¬ 
ficantly,  the  basis  for  the  Examiners’  prediction  of  “area” 
potentials  and  for  their  selection  of  the  areas  between 
which  carriers  should  be  certificated  is  the  Septem - 
23267  her  1946  Airline  Traffic  Survey ,  which  reflects  only 
station-to-station  movements.  (Report,  pp.  289, 
291,  292). 

33.  Exception  is  taken  to  the  Examiners’  conclusion 
that  the  Board’s  lack  of  power  to  award  certificates  on 
an  area  basis  does  not  preclude  it  from  authorizing  ser¬ 
vice  between  points  within  an  area  and  points  within 
another  area.  (Report,  p.  288). 

The  Examiners  concluded  in  an  exhaustive  discussion, 
pp.  265-287,  that  the  Civil  Aeronautics  Act  does  not 
confer  on  the  Board  authority  to  award  certificates  of 
convenience  and  necessity  on  an  area  basis.  Their  rec¬ 
ommendation  is  clearly  in  violation  of  the  spirit  of  the 
Act  and  is  a  subterfuge  to  avoid  the  requirements  of  law. 

34.  Exception  is  taken  to  the  Examiners’  conclusion 
that  “With  three  or  more  applicants  dividing  this  traffic, 
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flight  routings  would  become  inflexible  and  hence  more 
costly,  and  the  per-ton  mile  costs  attributable  to  station 
personnel  would  increase  correspondingly.”  (Report, 
p.  290). 

Exception  is  taken  to  the  Examiners’  failure  to  con¬ 
sider  the  cost  principles  stated  above  as  determinative 
of  the  question  of  whether  any  additional  carriers  could 
be  economically  added  to  the  existing  transport  system. 

35.  Exception  is  taken  to  the  Examiners’  designation 
of  cities  within  the  California,  Northwest,  Texas,  Louisi¬ 
ana,  Southwest,  North  Central  and  Northeast  areas,  be¬ 
tween  which  the  public  convenience  and  necessity  requires 

additional  or  new  service.  '(Report,  pp.  296-300). 
23268  The  recommendation  that  these  cities  be  certi¬ 
ficated  for  additional  service  or  new  service  is 
unsupported  by  any  finding  that  there  exists  sufficient 
traffic  potential  between  any  one  of  them  and  any  other 
of  them  to  justify  the  services  recommended  by  the 
Examiners. 

36.  Exception  is  taken  to  the  Examiners’  conclusion 
that  Airnews  Inc.  should  be  certificated  to  enable  it  to 
carry  its  own  porperty-newspapers — to  points  south  of 
San  Antonio.  (Report,  p.  305). 

This  is  an  unsound  basis  upon  which  to  rest  a  common 
carrier  certification. 

37.  Exception  is  taken  to  the  Examiners’  failure  to 
find  Slick  Airways,  California-Eastern,  Flying  Tigers, 
Willis  Air  Service  and  U.  S.  Airlines,  unfit  and  unable 
to  perform  the  transportation  each  proposed  for  the  same 
reasons  that  render  Air  Cargo  Transport  Corporation, 
in  the  Examiners’  opinion,  unfit  and  unable  to  perform 
the  transportation  *  it  proposed,  i.e.,  freight  operations 
over  a  period  of  time  resulting  in  a  continuing  substantial 
deficit.  (Report,  pp.  312,  315). 
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3S.  Exception  is  taken  to  the  Examiners’  finding  that 
Slick,  Flying  Tigers  and  California-Eastern  have  shown 
extensive  operations  between  points  in  California,  the 
North  Central  cities  and  the  Northeast.  (Report,  p.  316). 

The  report  contains  no  statement  of  which  cities,  if 
any,  in  each  of  these  areas  have  been  served  by  these 
carriers  and  what  the  extent  of  such  service  has 
been. 

23269  39.  Exception  is  taken  to  the  acceptance  of 

this  Examiners’  Report  as  being  an  adequate 
basis  upon  which  to  proceed  to  decision  in  this  case.  As 
the  Examiners  themselves  stated,  at  p.  317,  “ . . .  the  period 
of  operations  covered  by  the  evidence  of  record  involved 
only  the  initial  development  of  the  services  and  can  not 
be  deemed  to  be  conclusive.  Prior  to  the  decision  in  this 
case  the  Board  should  have  before  it  much  additional 
material  relating  to  the  overall  efficiency  of  the  various 
applicants  as  reflected  from  data  required  to  be  submit¬ 
ted  under  section  292.5  of  the  Economic  Regulations.” 

Respectfully  submitted, 

American  Airlines,  Inc. 

By  (Signed)  C arlene  Roberts 
Carlene  Roberts 
Assistant  Vice  President 
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23271  •  *  •  •  • 

Exceptions  of  Braniff  Airways,  Inc.  to  the  Report  of 
Examiners  William  F.  Ctjsick  and  R.  Vernon  Radcliffe 

Braniff  Airways,  Inc.,  Intervenor,  presents  herewith  its 
exceptions  to  the  report,  findings,  conclusions  and  recom- 
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mendations  of  Examiners  William  F.  Cusick  and  R.  Vernon 
Radcliffe  in  the  above  proceeding,  as  follows: 

1.  Exception  is  taken  to  the  determination  and  finding 
of  the  Examiners  that  there  is  need  for  an  exclusive  air 
freight  service  between  Chicago,  Ill.,  and  points  in  Texas. 
In  connection  therewith  the  Examiners  have  failed  to  con¬ 
sider  and  give  due  weight  to  applicants’  own  evidence 
showing  the  lack  of  sustaining  traffic  and  demand  for  ser¬ 
vice  northbound  from  said  Texas  area. 

2.  Exception  is  taken  to  the  recommendation  of  the 
Examiners  that  a  certificate  be  issued  to  Slick  Airways, 
Inc.  authorizing  it  to  engage  in  air  transportation  of  prop¬ 
erty  between  Texas  points  (Route  (c))  and  points  in  the 
north  central  area,  including  Chicago  (Route  (d) ;  Report, 
pp.  319,  320).  In  making  this  recommendation  the  Ex¬ 
aminers  failed  to  consider  the  evidence  of  applicant’s  own 
President  of  the  economic  burden  resulting  from  the  com¬ 
pany’s  Texas  operations  (Tr.  pp.  149,  150). 

3.  Exception  is  taken  to  the  failure  of  the  Examiners  to 

make  any  definite  findings  concerning  the  costs  of 
23272  applicants’  proposed  operations  as  compared  with 
those  of  existing  certificated  carriers  between  the 
same  points  and  in  the  same  territory  (Report,  pp.  243- 
253;  see  Braniff  Brief,  pp.  9,  10).  Likewise,  the  Examiners 
erred  in  giving  weight  to  the  unrealistic  views  of  the  ap¬ 
plicants  concerning  costs,  particularly  those  of  Slick  Air¬ 
ways  (see  Braniff  Brief,  pp.  24,  25). 

4.  Exception  is  taken  to  the  failure  of  the  Examiners 
to  find  that  the  nature  of  the  service  proposed  will  not 
permit  the  area  applicants  to  be  limited  to  scheduled 
operations  over  definite  routes,  as  required  by  the  statute, 
and  therefore,  such  operations  should  be  permitted,  if  at 
all,  by  exemption  rather  than  under  certificates. 

5.  Exception  is  taken  to  the  recommendation  of  the 
Examiners  that  Airnews,  Inc.  be  authorized  to  engage  in 
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the  transportation  of  property  between  San  Antonio  and 
Corpus  Christi  and  between  San  Antonio  and  Brownsville, 
Texas  (Report,  p.  321).  In  so  doing,  the  Examiners  have 
ignored  the  nature  of  this  application  and  the  evidence  in 
support  thereof.  The  only  evidence  of  alleged  need  for 
service  was  in  connection  with  air  mail  over  air-truck 
routes  to  points  beyond  the  termini.  In  view  of  the  Ex¬ 
aminers’  finding  that  mail  service  is  not  needed  and  that 
applicant  does  not  have  the  authority  to  render  the  pro¬ 
posed  service  by  motor  carrier,  the  recommendation  that 
applicant  be  authorized  to  perform  air  transportation  ser¬ 
vice  between  the  termini,  in  competition  with  Braniff’s 
existing  service,  is  without  evidence  to  support  it.  The 
Examiners  further  failed  to  consider  the  regulatory  prob¬ 
lems  inherent  in  granting  a  certificate  to  a  carrier  con- 
controlled  by  the  industry  which  it  is  primarily  designed  to 
serve. 

Respectfully  submitted, 

Roger  J.  Whiteford 

(Signed)  Hubert  A.  Schneider 
Hubert  A.  Schneider 

(Signed)  Philip  S.  Peyser 
Philip  S.  Peyser 

Attorneys  for  Braniff  Airways,  Inc., 
Intervenor 

Whiteford,  Hart,  Carmody  &  Wilson 

Of  Counsel 

Washington,  D.  C. 
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23284  *  *  •  #  • 

EXCEPTIONS  TO  EXAMINERS’ 

REPORT  ON  BEHALF  OF 
CHICAGO  AND  SOUTHERN  AIR  LINES,  INC. 

Chicago  and  Southern  Air  Lines,  Inc.,  (hereinafter 
called  Chicago  and  Southern)  respectfully  excepts  to  the 
report  of  the  Examiner  in  the  following  particulars: 

Exception  is  taken  to  the  recommendations  that  certi¬ 
ficates  of  public  convenience  and  necessity  be  issued  (a) 
to  Slick  Airways,  Inc.,  between  points  in  the  so-called 
North  Central  area  and  points  in  the  so-called  Texas  and 
Louisiana  areas,  and  (b)  to  U.  S.  Airlines,  Inc.,  between 
points  in  the  so-called  North  Central  area  and  points 
in  the  so-called  Louisiana  area.  Exception  is  further 
taken  to  the  findings  on  which  said  recommendations  are 
based.  Said  recommendations  and  said  findings  are  not 
justified  by  the  evidence  and  do  not  adequately  analyze 
or  pass  on  the  public  need  for  these  specific  services 
and  the  effect  which  certification  of  these  services  will 
have  on  Chicago  and  Southern.  In  support  of  the  fore¬ 
going,  Chicago  and  Southern  relies  upon  each  and  every 
portion  of  the  record  and  upon  all  pertinent  decisions 
of  the  Board. 

It  is  respectfully  requested  that  Chicago  and  Southern 
Air  Lines,  Inc.  be  permitted  to  file  a  brief  in  support 
of  the  foregoing  in  accordance  with  the  regulations  of 
the  Board  and  that  it  may  have  oral  argument  thereon. 

Respectfully  submitted, 

Chicago  and  Southern  Air  Lines,  Inc. 

By  (Signed)  R.  S.  Maurer 
R.  S.  Maurer 
Secretary 
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23291  •  •  •  •  • 

EXCEPTIONS  OF  DELTA  AIR  LINES, 

INC.  TO  THE  REPORT  OF  EXAMINERS 
WILLIAM  F.  CUSICK  AND  R.  VERNON  RADCLIFFE. 

L 

Exception  is  taken  to  the  finding  of  the  Examiners  that 
a  public  need  exists  for  additional  air  carriers  who  will 
specialize  in  the  hauling  of  property  only  (Report,  page 
262).  This  finding  is  made  despite  the  fact  that  the  Exam¬ 
iners  were  unable  to  find  that  the  competition  which  would 
be  provided  is  needed  (ibid,  pages  240-242),  or  that  the 
applicants  could  operate  more  economically  than  the  cer¬ 
tificated  carriers  (ibid,  pages  243-253). 

n. 

Exception  is  taken  to  the  failure  of  the  Examiners 
to  find  that  the  certificated  carriers  can  conduct  air  freight 
operations  more  economically  than  could  any  of  the  appli¬ 
cants. 

HL 

Exception  is  taken  to  the  finding  that  Delta  and  the 
other  certificated  companies,  in  the  event  of  certification 
of  the  applicants,  will  not  suffer  serious  diversions  of 
traffic  which,  in  turn,  will  result  in  their  requiring  in¬ 
creased  mail  pay  rates  (ibid,  pages  256-257). 

TV. 

Exception  is  taken  to  the  finding  that  a  smaller  carrier, 
such  as  Delta,  would  not  improve  its  financial  position 
if  the  transportation  of  freight  is  reserved  for  it  (ibid, 
page  260). 

23292  V. 

Exception  is  taken  to  the  finding  that  certain 
definite  public  benefits  will  flow  from  the  authorization  of 
exclusive  cargo  carriers.  The  Examiners  make  this  find¬ 
ing  but  fail  to  mention  the  benefits  to  which  they  refer 
(ibid,  page  262). 
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VL 

Exception  is  taken  to  the  finding  that  greater  economies 
will  be  achieved  by  the  concentration  of  a  carrier  on  the 
development  of  freight  only  (ibid,  page  262),  despite 
the  fact  that  the  Examiners  were  unable  to  find  that 
freight  can  be  handled  more  economically  by  exclusive 
carriers  than  by  combination  passenger-property  carriers 
(ibid,  pages  243-253). 

VII. 

Exception  is  taken  to  the  Examiners’  failure  to  find 
that  freight  service  between  Chicago  and  Southeastern 
points  is  adequately  provided  by  Delta  and  Eastern,  and 
that  the  freight  potential  between  these  areas  is  being 
adequately  developed  by  these  carriers. 

vnx 

Exception  is  taken  to  the  recommendations  that  the 
Flying  Tiger  Line,  Inc.,  California  Eastern  Airways,  Inc., 
Slick  Airways,  Inc.,  U.  S.  Airlines,  Inc.,  Willis  Air  Service, 
Inc.,  and  Air  News,  Inc.,  be  granted  certificates  of  public 
convenience  and  necessity  authorizing  the  transportation 
of  property. 

It  is  respectfully  requested  that  Delta  Air  Lines,  Inc. 
be  permitted  to  file  a  brief  in  support  of  the  foregoing 
exceptions  in  accordance  with  the  regulations  of  the  Board 
and  that  if  may  have  oral  argument  thereon. 

Kespectfully  submitted, 

(Signed)  D.  Franklin  Kell 
D.  Franklin  Kell 
Attorney  for 
Delta  Air  Lines,  Inc. 
Municipal  Airport 
Atlanta,  Georgia 


March  26, 1948 
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23295  •  •  •  .  • 

EXCEPTIONS  OF  EASTERN  AIR 

LINES,  INC.  TO  THE  REPORT  OF  EXAMINERS 
WILLIAM  F.  CUSICK  AND 
R.  VERNON  RADCLIFFE 

Comes  now  Eastern  Air  Lines,  Inc.  (“Eastern”)  and, 
reserving  all  objections  heretofore  made  and  all  excep¬ 
tions  heretofore  taken,  respectfully  makes  the  following 
exceptions  to  the  Report  of  the  Examiners: 

L 

Exception  is  taken  to  the  Examiners’  finding  (Report, 
p.  262)  that  “there  exists  a  public  need  for  additional 
carriers,  at  least  on  a  temporary  or  experimental  basis, 
who  wdll  specialize  in  the  hauling  of  property  only”  and 
the  Examiners’  recommendations  (Report,  pp.  1-2  and 
31S-321)  that  the  Board  find  that  the  public  convenience 
and  necessity  require  that  the  Flying  Tiger  Line,  Inc., 
California-Eastern  Airways,  Inc.,  Slick  Airways,  Inc., 
XT.  S.  Airlines,  Inc.,  Willis  Air  Service,  Inc.,  and  Airnews, 
Inc.  be  authorized  to  engage  in  the  air  transportation 
of  property  between  certain  areas  and  points  collectively 
blanketing  practically  the  entire  United  States. 

The  evidence  of  record  in  this  proceeding  establishes 
clearly  and  forcefully  that  there  is  no  need  whatever 
for  the  authorization  of  property-only  carriers  to 

23296  fulfill  this  Nation’s  air  freight  transportation 
needs.  There  is  abundant  evidence  in  the  record 

to  demonstrate  beyond  doubt  that  the  Nation’s  presently 
certificated  air  carriers  are  fit,  willing  and  able  to  pro¬ 
vide  all  necessary  air  freight  transportation.  The  record 
is  just  as  clear  that  the  applicants,  who  have  been  rec¬ 
ommended  by  the  Examiners  for  certification  to  provide 
service,  do  not  seek  to  provide  a  genuine  public  service, 
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but,  on  the  contrary,  seek  the  privilege  of  carrying  only 
the  more  profitable  “cream  of  the  crop”  traffic  without 
providing  service  for  the  less  profitable  shorter  haul 
traffic.  The  authorizations  recommended  by  the  Examiners 
would  have  a  severe  competitive  impact  upon  the  pres¬ 
ently  certificated  carriers  whose  routes  would  be  dupli¬ 
cated,  and  would,  especially  in  times  of  economic  crisis 
such  as  now  exists,  be  adverse  to  the  public  interest. 

There  is  no  need  for  further  experiment  with  property- 
only  carriers.  The  operating  results  of  the  applicants 
whom  the  Board  exempted  by  its  Economic  Regulation 
292.5  show  that  the  experiment  in  property-only  carriage 
to  date  has  been  a  failure.  The  only  traffic  which  property- 
only  carriers  have  been  able  to  carry  at  anything  near 
a  profit  has  been  the  traffic  over  the  2500  mile  transcon¬ 
tinental  haul  between  the  East  and  West  Coasts.  The 
bankruptcy  (Lone  Star  Air  Cargo  Lines),  insolvency  (Air 
Cargo  Transport  Corporation),  suspension  of  service 
(U.  S.  Airlines,  Inc.)  and  lack  of  service  or  near  lack 
of  service  (American  Air  Express  Corporation,  Air  Borne 
Cargo  Lines,  Inc.,  Mutual  Aviation,  Inc.,  Willis  Air  Ser¬ 
vice.,  Flamingo  Air  Service,  Inc.)  of  the  property-only 
carriers  are  eloquent  evidence  of  the  failure  of  the  “ex¬ 
periment”  to  date.’  Further  “experiment”  would  serve 
only  to  allow  the  applicants  who  are  successful  in  obtain¬ 
ing  certificates  to  saddle  their  present  losses  on  a  gullible 
public  led  to  invest  in  air  freight  lines  because  of  the 
romance  of  the  industry  and  because  of  reliance  upon 
C.  A.  B.  certificates. 

23297  2. 

Exception  is  taken  to  the  Examiners’  finding 
(Report,  p.  216) : 

“While  a  large  potential,  in  itself,  is  not  adequate 
justification  for  certification  of  additional  air  carriers, 
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other  aspects  of  a  number  of  the  proposals  appear 
to  offer  a  sufficient  amount  of  new  service  to  warrant 
an  experiment  in  a  property-only  air  service.” 


The  reason  for  this  exception  is  the  same  as  stated  for 
Exception  1. 


3. 


Exception  is  taken  to  the  Examiners’  finding  (Report, 
p.  217) : 

“At  this  point  it  should  be  noted  that  the  Board, 
in  approving  the  agreement  establishing  Air  Cargo, 
Inc.,  for  these  functions,  conditioned  that  approval  so 
‘that  any  holder  of  a  certificate  of  public  convenience 
and  necessity  issued  by  the  Board  authorizing  the 
transportation  of  property  by  aircraft  be  authorized 
to  participate  in  Air  Cargo,  Inc.,  as  a  matter  of  right.’ 
Thus,  should  any  applicants  be  certificated  as  a  re¬ 
sult  of  this  proceeding,  they  too  would  have  avail¬ 
able  to  them  the  services  of  Air  Cargo,  Inc.” 

Exception  is  taken  to  this  finding  for  the  reason  that  the 
Examiners  fail  to  mention  that  Eastern  and  United  both 
have  filed  petitions  for  reconsideration  of  the  Board’s 
order  approving  the  agreement  establishing  Air  Cargo, 
Inc.  insofar  as  that  order  of  approval  requires : 

“that  any  holder  of  a  certificate  of  public  convenience 
and  necessity  issued  by  the  Board  authorizing  the 
transportation  of  property  by  aircraft  be  authorized 
to  participate  in  Air  Cargo,  Inc.  as  a  matter  of  right.” 

In  those  petitions  for  reconsideration  the  inconsistency 
and  unfair  aspects  of  the  inclusion  in  that  order  of  the 
provision  mentioned  are  pointed  out. 

4. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
pp.  217-218) : 
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“The  concept  of  air  freight  service  that  has  been 
labeled  area  or  demand  service  appears  to  offer  a 
number  of  new  ideas  particularly  designed  to  give  a 
broad  coverage  of  service  and  a  promise  of  attendant 
economy.  Basically  the  plan  calls  for  operation  be¬ 
tween  major  trade  areas  located  far  enough  apart 
to  make  the  time  savings  of  air  movement  attractive 
to  shippers.  It  will,  of  course,  mean  competition  for 
the  present  airlines  operating  between  the  major 
cities  in  those  trade  areas;  but  those  carriers,  under 
the  existing  liberal  nonstop  regulation,  should 
23298  be  in  no  inferior  competitive  position  between 
such  points.  The  significant  new  service  in 
the  area  concept  lies  in  the  offer  to  give  one-carrier 
service  between  any  points  having  adequate  airport 
facilities  in  the  different  trade  areas  upon  demand. 
The  economies  in  operation  offered  by  the  demand 
service  are  seen  first  in  the  one-carrier  movement, 
second  in  the  elimination  of  stops  except  when  traffic 
is  available,  and  third  in  the  use  of  the  most  direct 
routing  between  points  served  on  a  given  flight.” 

The  area  or  demand  service  “concept”  is  merely  a  de¬ 
vice  by  which  the  applicants  would  seek  to  avoid  the 
obligations  of  common  carrier  service.  The  purpose  of  the 
area  or  demand  service  proposal  as  expounded  by  the 
applicants  is  not  to  provide  better  service,  but  to  escape 
the  necessity  of  providing  service  on  other  than  a  “blue 
ribbon”  long-haul  transcontinental  basis.  In  practical 
experience,  under  the  Board’s  exemption  order,  it  has 
been  proved  beyond  doubt  that  the  demand  service  theory 
results,  not  in  additional  one-carrier  service,  but  rather, 
in  multiple-plane,  multiple-transfer  service  via  most  in¬ 
direct  routings. 

5. 

Exception  is  taken  to  the  Examiners’  statements  (Report, 
pp.  253,  254  and  256) : 
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“The  proponents  of  area  or  “demand”  service  have 
introduced  certain  new  concepts  as  to  the  type  of 
operation  that  is  required  to  serve  the  interests  of 
shippers  of  air  freight.  Those  proposals  contemplate 
stops  at  certain  points  only  when  required  to  serve 
some  stated  minimum  amount  of  traffic.” 

“Demand  service  to  a  point  not  otherwise  receiving 
service  would  obviously  serve  the  interests  of  a 
shipper  who  could  meet  the  minimum  shipment  weight 
requirements.  The  service  is  not  designed  to  accom¬ 
modate  the  person  having  smaller  packages  to  ship, 
though  in  such  a  case  a  shipper  might  still  find  that 
payment  for  the  minimum  shipment  weight  would 
be  justified  for  shipments  weighing  considerably  less 
when  air  freight  and  air  express  charges  are  com¬ 
pared.  While  the  record  is  not  extensive  as  to  specific 
points,  presently  uncertificated,  that  would  benefit 
from  demand  service,  past  operations  of  the  appli¬ 
cants  have  indicated  that  there  are  a  substantial 
number  of  such  points.” 

“The  concept  seems  adaptable  to  a  property-only 
service  and  to  offer  opportunity  for  an  improved 
service  for  shippers  at  points  where  the  need  for  air 
freight  service  is  not  consistent  as  to  frequency.” 

The  reasons  for  this  exception  are  the  same  as  those 
stated  for  Exception  4. 

23299  Exception  is  taken  to  the  Examiners’  statement 
(Report,  p.  256) : 

“Each  of  the  carrier  interveners  has  maintained 
that  certification  of  any  applicant  along  its  routes 
will  result  in  a  serious  diversion  of  traffic,  which  will 
in  turn  increase  the  carriers’  financial  dependence 
upon  the  Government  in  the  form  of  mail  pay.  But 
facts  of  record  do  not  appear  to  support  this  allega¬ 
tion.” 
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Contrary  to  the  Examiners’  statement  the  facts  of 
record  support  a  finding  that  the  diversion  which  would 
follow  applicants’  certification  would  be  of  a  most  serious 
nature  because  the  traffic  diverted  would  be  the  long-haul, 
more  profitable  traffic. 

7. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  259) : 

“While  certification  of  one  or  more  of  the  applicants 
would  doubtless  mean  increased  activity  by  that 
carrier  or  carriers,  it  should  be  pointed  out  that  the 
majority  of  the  applicants  are  now  operating  by 
reason  of  the  Board’s  exemption  order  as  scheduled 
common  carriers  between  the  major  points  for  which 
certification  is  sought.  Authority  to  serve  additional 
points  and  an  improved  position  for  raising  expan¬ 
sion  capital  would  be  the  prime  benefits  to  these  ap¬ 
plicants  in  the  event  of  certification.” 

The  fact  that  the  applicants  are  now  operating,  or  were 
operating,  under  the  Board’s  exemption  order  should  not 
furnish  any  basis  for  certification.  Arguments  as  to  a 
fait  accompli  should  be  foreign  to  the  tribunals  of  this 
country  which  are  expected  to  determine  the  merits  in 
accordance  with  the  facts  of  record. 

8. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  259) : 

“But  that  total  traffic  is  growing  rapidly  and  car¬ 
riage  of  a  larger  share  by  a  few  carriers  would  be 
the  result  of  a  greater  penetration  of  the  over-all 
potential  traffic  and  would  not  necessarily  mean  di¬ 
version  from  others.” 

The  experience  gained  under  the  Board’s  exemption 
order  shows  that  the  authorization  of  new  carriers  can 
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be  expected  to  result  in  diversion  from  the  existing  certi¬ 
ficated  carriers  rather  than  the  creation  of  new  traffic. 
If  there  were  an  unlimited  volume  of  traffic,  as  indicated 
by  the  Examiners’  statement,  one  could  reason  that  the 
non-certificated  carriers  would  not  now  be  pro- 
23300  testing  so  violently  the  fact  that  the  certificated 
carriers,  in  self-defense,  met  the  freight  rates  of 
the  non-certificated  carriers. 

9. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  260) : 

“The  public  interest  is  concerned  under  the  Act 
with  the  attainment  of  sound  economic  conditions  in 
air  transportation.  It  follows  from  the  earlier  find¬ 
ing  as  to  future  potential  in  air  freight  that  a  reserva¬ 
tion  of  the  field  for  the  present  carriers  would  add 
a  considerable  traffic  volume  as  a  source  of  additional 
revenue.  But  whether  such  action  would  materially 
assist  the  carriers  most  in  need  of  additional  revenue 
is  questionable.  Freight  traffic  carried  to  date  by 
the  certificated  carriers  indicates  generally  that  the 
major  ones  have  increased  revenues  through  air 
freight  much  more  rapidly  than  the  carriers  with 
less  extensive  systems.  And  the  latter  group,  again 
generally,  is  the  one  farthest  from  economic  self- 
sufficiency.  With  the  present  route  structures,  seg¬ 
ments  of  which  are  competitive  between  large  and 
small  carriers  thus  exerting  economic  pressure  for 
competitive  rates,  it  appears  less  than  probable  that 
the  smaller  carrier  would  improve  its  economic  posi¬ 
tion  through  reservation  of  the  freight  traffic  or  that 
it  would  result  in  any  less  dependence  upon  the  Gov¬ 
ernment  for  mail  pay  assistance.” 

Exception  is  taken  to  this  statement  because  it  contains 
faulty  reasoning.  The  Examiners  seem  to  think  that  be- 
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cause  the  smaller  certificated  carriers  would  not  improve 
their  relative  position  in  relation  to  the  larger  certificated 
carriers  if  the  Board  denies  the  applications  of  the  appli¬ 
cants,  their  absolute  economic  position  would  not  be 
bettered.  It  is  obvious  that  the  fact  that  the  smaller 
carriers  might  not  improve  their  relative  position  is  im¬ 
material.  The  important  fact  is  that  if  the  applicants  are 
denied  certificates,  the  smaller  carriers  will  be  able  to 
improve  their  absolute  over-all  economic  and  financial 
conditions,  thereby  resulting  in  a  sounder  air  transporta¬ 
tion  system. 

10. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  262) : 

“It  will  be  recommended  accordingly  that  initial 
authorizations  be  limited  to  the  carriage  of  property 
only.” 

Exception  is  taken  to  the  inference  contained  in  this 
statement  that,  if  the  non-certificated  carriers  are  given 
certificates,  perhaps  at  some  later  time  they  should  also 
be  given  the  authority  to  carry  passengers  and  mail. 
Eastern  takes  violent  exception  to  this  “foot-in-the-door” 
approach. 

23301  Exception  is  taken  to  the  Examiners’  conclusion 
(Report,  pp.  262-3) : 

“Summary. — A  review  of  all  of  the  foregoing  leads 
to  the  conclusion  that  there  exists  a  public  need  for 
additional  carriers,  at  least  on  an  experimental  or 
temporary  basis,  who  will  specialize  in  the  hauling  of 
property  only.  This  conclusion  is  buttressed  by  the 
fact  that  there  appears  to  be  a  sufficient  over-all  po¬ 
tential  traffic,  and  that  certain  definite  public  benefits 
will  flow  as  a  result  of  such  authorizations.  In  the  con¬ 
centration  on  one  type  of  traffic  the  possibilities  for 
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greater  economies  cannot  be  overlooked.  These  appear 
not  only  in  operations  but  in  administration  and  cus¬ 
tomer  contact  as  well.  The  possibilities  inherent  in  such 
specialized  service  rest  upon  the  general  and  accepted 
theory  that  a  person  concentrating  his  efforts  on  a 
limited  field  can  do  a  more  efficient  job  than  one  who 
must  be  concerned  with  additional  subjects.  It  is  of 
course  recognized  that  the  realization  of  these  advan¬ 
tages  depends  upon  over-all  managerial  efficiency 
which,  by  its  presence  or  absence,  may  well  tip  the 
balance.” 

The  reasons  for  this  exception  are  the  same  as  those 
stated  for  Exception  1,  supra. 

12. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  263) : 

“Under  the  circumstances,  it  would  seem  that  where 
the  very  existence  of  the  all-cargo  carrier  is  at  stake 
it  would  be  a  much  more  vital  matter  to  exercise 
greater  efforts  in  order  to  attain  and  retain  a  volume 
of  traffic  that  would  insure  economic  operations  than 
would  be  the  case  where  a  multiple-service  carrier 
could  look  to  other  sources  for  needed  revenues.” 

Exception  is  taken  to  this  statement  for  the  reason  that 
the  record  is  clear  that  the  presently  cerfiicated  carriers 
have  been  most  diligent  in  the  development  of  air  freight 
and  they  have  not  been,  and  will  not  be,  deterred  from  an 
intensive  participation  in  the  air  freight  field  by  the  fact 
that  they  also  carry  other  classes  of  traffic. 

13. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  290) : 
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“An  experiment  in  a  property-only  service  between 
areas  necessarily  calls  for  certification  on  a  large 
scale.” 

It  is  axiomatic  that  any  “experiment”  should  be  con¬ 
ducted  on  as  limited  a  scale  as  possible  consistent  with 
the  purpose  of  the  experiment  in  order  to  restrict  the 
undesirable  consequences  necessarily  flowing  from  the  fail¬ 
ure  of  the  experiment. 

23302  14. 

Exception  is  taken  to  the  Examiners’  statement 
(Keport,  pp.  292-3) : 

“Of  the  areas  involved,  three  appear  to  promise,  for 
the  initial  operations  of  property-only  carriers,  a 
volume  of  air  freight  that  would  be  inadequate  to  sus¬ 
tain  a  carrier  serving  only  that  area  and  those  others 
with  which  it  has  its  prinicpal  community  of  interest. 
Those  areas  are  the  Louisiana  area,  Texas  area,  and 
Northwest  area.  The  complementary  areas  for  each 
are  the  Northeast  and  North  Central  areas  and,  for 
the  Northwest  area,  the  California  area  in  addition. 
It  does  not  necessarily  follow’,  however,  that  these 
routes  hold  no  future  promise  of  sustaining  a  property- 
only  carrier.” 

Exception  is  taken  to  the  Examiners’  failure  to  include 
the  Southeast  area  as  an  area  producing  a  volume  of  air 
freight  inadequate  to  sustain  property-only  operators. 
Exception  is  also  taken  to  the  Examiners’  inference  that 
even  the  Louisiana  area  and  the  Texas  area  hold  future 
promise  of  sustaining  property-only  carriers.  The  record 
in  this  proceeding,  especially  the  operating  reports  filed 
by  the  non-certificated  292.5  carriers,  clearly  indicate  the 
inadequacy  of  the  air  freight  potential  of  these  areas,  now’ 
served  by  Eastern,  to  support  additional,  property-only 
carriers.  U.  S.  Airlines,  for  example,  which  in  the  past 
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concentrated  primarily  on  operations  between  the  North¬ 
east  area  and  the  Southeast  area,  and  between  the  North 
Central  area  and  the  Southeast  area,  has  suspended  opera¬ 
tions — for  the  obvious  reason  that  the  freight  traffic 
potential  between  those  areas  was  insufficient.  Willis  Air 
Service,  Inc.,  which  in  the  past  provided  service  between 
the  North  Central  area  and  the  Southeast  area  and  be¬ 
tween  the  Northeast  area  and  the  Southeast  area,  now 
confines  its  operations  to  the  two  cities  of  New  York  and 
Miami — obviously  because  it  has  found  the  freight  traffic 
potential  to  and  from  the  Southeast  area  insufficient  to 
support  property-only  carriers. 

15 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  294): 

“North-south  routes  in  the  eastern  part  of  the  United 
States  connecting  the  Northeast  and  Southwest  areas, 
and  second,  the  North  Central  area  with  the  South¬ 
east  and  Louisiana  areas  also  appear  strong  enough 
to  warrant  operation  by  one  property-only  carrier 
for  each  route.” 

Exception  is  taken  to  this  statement  for  the  same  reasons 
as  those  stated  for  the  preceding  Exception. 

16 

23303  Exception  is  taken  to  the  Examiners’  statement 
(Report,  p.  294) : 

“Upon  the  basis  of  all  the  evidence  of  record,  it  is 
found  that  the  public  convenience  and  necessity  war¬ 
rants  certification  of  property-only  operations  over 
five  routes  connecting  the  following  general  areas: 

Route  A:  California — Northwest — North  Central — 
Northeast 

Route  B:  California — North  Central — Northeast 
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Route  C :  California — Texas — North  Central 

California — Texas — Louisiana — Northeast 
Route  D:  Southeast — Louisiana — North  Central 
Route  E:  Northeast — Southeast.” 

The  reasons  for  this  exception  have  been  fully  set  forth 
under  Exception  1,  supra ,  as  well  as  under  Exception  14. 

17. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  297) : 

i(Texas  area. — This  area  is  recommended  for  inclu¬ 
sion  on  route  C.  Forth  Worth — Dallas,  Houston,  San 
Antonio,  and  Corpus  Christi  are  major  cities  for  the 
distribution  of  incoming  manufactures  and  are  growing 
centers  of  Texas  industry.  Houston  and  Corpus  Christi 
are  important  gulf  ports  and  have  a  yearly  fishery 
catch  that  appears  to  offer  a  large  air  freight  poten¬ 
tial.  Forth  Worth — Dallas  and  San  Antonio  are  cen¬ 
ters  of  agricultural  regions  producing  substantially 
beyond  local  needs.  The  cities  of  Eagle  Pass,  Laredo, 
Mission  and  Brownsville  are  all  located  in  the  fertile 
Rio  Grande  valley  and  constitute  an  extensive  winter 
garden  belt.” 

Exception  is  taken  to  this  statement  for  the  reason  that 
the  evidence  clearly  shows  that  the  Texas  area  does  not 
produce  sufficient  freight  traffic  to  support  property-only 
carriers.  The  fact  that  Slick  Airways,  Inc.  is  serving  Texas 
at  a  tremendous  loss  to  itself,  as  is  indicated  by  the  reports 
filed  by  that  carrier,  clearly  shows  that  there  is  insufficient 
traffic  in  this  area  to  support  any  applicant. 

18. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  228) : 

“ Louisiana  area. — Routes  C  and  D  serve  points  in 
this  area,  connecting  it  directly  with  all  the  other  areas 
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except  the  Northwest.  New  Orleans  is  the  outstanding 
center  of  commercial  activity  and  a  major  port  for 
South  American  trade.  Gulf  fishing  is  an  important 
industry  there  and  also  in  the  cities  of  Mobile,  Ala., 
Gulfport-Biloxi,  Miss.,  and  Morgan  City,  La.  Baton 
Rouge  and  Hammond,  La.  are  centrally  situated  in 
agricultural  sections.” 

23304  Exception  is  taken  to  this  statement  because  the 
record  clearly  reveals  that  the  Louisiana  area  does 
not  produce  sufficient  traffic  to  support  property-only  car¬ 
riers. 

19. 

Exception  is  taken  to  this  statement  (Report,  p.  298) : 

“Southeastern  area. — Recommended  routes  D  and 
E  will  connect  this  area  with  points  in  the  industrial 
northeast  and  North  Central  areas  and  with  the  Loui¬ 
siana  area.  Principal  cities  for  industrial  activity  and 
distribution  are  Miami  and  Jacksonville,  Fla.,  Atlanta 
and  Savannah,  Ga.  Miami,  Jacksonville,  and  to  a  les¬ 
ser  extent,  Savannah,  are  important  ports  for  Carib¬ 
bean  and  South  American  trade.  An  extensive  winter 
garden  area  extends  throughout  the  southern  portion 
of  Florida  and  can  be  best  served  with  air  freight 
through  West  Palm  Beach,  Belle  Glade,  Fort  Myers, 
Sarasota-Bradenton,  Lakeland,  Tampa-St.  Petersburg, 
Ocala,  and  Orlando,  Fla.  Valdosta,  Ga.  has  sufficiently 
extensive  agricultural  and  horticultural  activity  to  be 
included  also  for  service.” 

The  record  clearly  indicates  that  the  Southeastern  area 
produces  insufficient  freight  traffic  to  support  property- 
only  carriers. 

20. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
p.  304) : 
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“The  novel  aspect  of  the  proposal  is  that  it  is  de¬ 
signed  to  offer  a  combined  air  and  truck  operation.” 

There  is  nothing  novel  about  the  combined  air-truck 
operation.  The  certificated  airlines  are  already  providing 
air-truck  service  to  off-line  points  by  contract  with  truckers 
in  many  localities. 

21. 

Exception  is  taken  to  the  Examiners’  statement  (Report, 
pp.  307-8) : 

“Accordingly,  it  is  found  that  Airnews  should  be 
authorized  to  conduct  all-property  operations  over  the 
following  routes:  (a)  between  the  terminal  point  San 
Antonio,  the  intermediate  point  Beeville,  and  the  term¬ 
inal  point  Corpus  Christi,  Tex.,  and  (b)  between  the 
terminal  point  San  Antonio,  the  intermediate  points 
McAllen  and  Harlingen,  and  the  terminal  point 
Brow’nsville,  Texas.” 

Exception  is  taken  for  the  reason  that  the  record  shows 
that  it  would  be  contrary’  to  the  public  interest  to  authorize 
Airnews,  Inc.  to  conduct  property-only  operations  in  the 
state  of  Texas. 

23305  Exception  is  taken  to  the  Examiners’  statement 
(Report,  pp.  313-14) : 

“But  the  route  sought  by  Calasia,  linking  only  six  of 
the  major  cities  in  the  United  States,  indicates  a  com¬ 
pany  philosophy  which  was  frequently  described  dur¬ 
ing  the  hearing  as  “cream  skimming.”  The  more  ma¬ 
ture  duty  of  serving  the  shipping  public  between  points 
on  the  routes  recommended  should  be  entrusted  to 
other  applicants  who,  it  is  believed,  have  recognized  a 
broader  responsibility.” 

Exception  is  taken  to  the  Examiners’  inference  that  the 
applicants  other  than  Calasia  do  not  propose  “cream  skim- 
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ming”  services.  The  record  is  clear  that  all  the  applicants 
in  this  proceeding  propose  “cream  skimming”  freight  ser¬ 
vices.  This  is  further  evidenced  by  the  “cream  skimming” 
nature  of  their  operations  under  the  Board’s  general  ex¬ 
emption  order. 

23. 

Exemption  is  taken  to  the  Examiners’  finding  that  U.  S. 
Airlines  and  Willis  Air  Service  are  fit  and  able  to  provide 
the  air  freight  service  recommended  for  them  by  the  Exam¬ 
iners  (Report,  p.  318) : 

“While  the  choice  between  U.  S.  Airlines,  Willis  and 
Flamingo  represents  a  close  and  difficult  question  it  is 
believed  that  on  the  basis  of  factors  relating  to  the 
comparative  public  interest  U.  S.  Airlines  and  Willis 
should  be  selected  to  operate  the  remaining  routes. 
Each  has  demonstrated  a  carefully  devised  plan  of 
operations,  an  adequate  financing  program,  and  has 
available  a  well  qualified  staff  of  officers  and  em¬ 
ployees  to  conduct  the  service.” 

The  record  will  show,  if  the  reports  which  the  applicants 
agreed  to  furnish  are  up  to  date,  that  neither  applicant  is 
fit  or  able  to  provide  the  service  recommended.  Those  re¬ 
ports  should  show  that  both  applicants  are  on  the  verge  of 
collapse.  U.  S.,  of  course,  has  totally  ceased  operating.  It 
gives  as  a  public  excuse  therefor  the  allegation  that  a  rate 
w’ar  was  in  existence  (see  Aviation  Daily  of  March  5, 1948). 
This  reason,  of  course,  is  a  sham,  as  the  Board  will  dis¬ 
cover  from  U.  S.’s  financial  reports,  if  it  has  filed  any.  It 
is  submitted  that  the  Board  will  find  that  the  applicant  was 
financially  unable  to  continue  further  operations.  If  this 
information  is  not  available  to  the  Board  in  the  re¬ 
ports  referred  to,  the  Board  should  reopen  this  pro¬ 
ceeding  for  the  purpose  of  ascertaining  the  facts  of 
this  situation. 
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23306  Wherefore,  Eastern  prays  that  its  exceptions  to 
the  Report  of  Examiners  William  P.  Cusick  and  R. 
Vernon  Radcliffe,  as  enumerated  above,  be  allowed  for  the 
reasons  stated  herein,  and  that  Eastern  be  allowed  to  file  a 
brief  and  to  participate  in  oral  argument  before  the  Board 
in  support  of  these  exceptions. 

Respectfully  submitted, 

Gambrell,  Harlan  &  White 
Gambrell,  Harlan  &  White 

(Signed)  By  E.  Smythe  Gambrell 
Attorneys  for 
Eastern  Air  Lines ,  Inc . 
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Exceptions  of  Northwest  Airlines,  Inc. 

to  the  Report  of 

Examiners  William  F.  Cusick  and  R.  Vernon  Radcliffe 

#  •  •  •  * 

Northwest  Airlines,  Inc.,  (hereinafter  referred  to  as 
“Northwest”),  respectfully  excepts  to  the  report  of  the 
Examiners  made  in  the  above-entitled  matter  and  served 
on  March  12,  1948,  in  the  following  particulars : 

L 

Exception  is  taken  gennerally  to  the  ultimate  recom¬ 
mendations  of  the  Examiners  as  summarized  beginning  on 
Page  318,  wherein  it  is  recommended  that  certain  of  the 
applicants  in  this  proceeding  be  issued  certificates  of  pub¬ 
lic  convenience  and  necessity  to  engage  in  the  air  transpor¬ 
tation  of  property  between  any  point  in  any  group  of  points 
and  any  point  in  any  other  group  of  points  in  the  United 
States. 

23335  Exception  is  further  taken  to  the  findings  and 
conclusions  on  which  said  recommendations  are 
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based.  Such  exceptions  are  taken  for  the  reason  that  said 
recommendations  and  findings  are  not  justified  by  the  evi¬ 
dence  but,  in  fact,  are  contrary  to  the  evidence  and  contrary 
to  law. 

Exception  is  taken  generally  to  the  conclusions  on  Page 
262  of  the  report  that  there  exists  a  public  need  for  ad¬ 
ditional  carriers  who  will  specialize  in  the  hauling  of 
property  only.  Such  exception  is  taken  for  the  reason  that 
the  record  does  not  support  a  finding  that  the  public  con¬ 
venience  and  necessity  requires  the  certification  of  exclusive 
air  freight  carriers. 

Exception  is  taken  generally  to  the  conclusion  stated  on 
Page  288  of  the  report  that  the  Board’s  lack  of  power  to 
award  certificates  of  public  convenience  and  necessity  on  a 
so-called  area  basis  does  not  preclude  it  from  authorizing 
service  between  points  within  an  area  and  points  within 
other  areas  on  a  so-called  demand  basis. 

Exception  is  further  taken  to  the  finding  on  Page  294  of 
the  report  that  “public  convenience  and  necessity  warrants 
certification  of  property-only  operations  over  five  routes 
connecting  the  following  general  areas : 

Route  A:  etc. 

Route  B:  etc. 

Route  C:  etc. 

Route  D:  etc. 

Route  E:  etc.”  (emphasis  supplied) 

on  the  grounds  that  this  is  not  a  finding  that  public  con¬ 
venience  and  necessity  requires  certification,  that  such  find¬ 
ing  is  not  justified  by  the  evidence,  and  that  the  type  of 
service  is  not  such  as  to  be  authorized  bv  certificates  of 
public  convenience  and  necessity  as  contemplated  or  pro¬ 
vided  for  by  the  Civil  Aeronautics  Act. 

n. 

Exception  is  taken  specifically  to  the  recommendation  No. 
1  of  the  Examiners,  on  Page  318  of  the  report,  that  The 
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Flying  Tiger  Line,  Inc.  be  authorized  to  engage  in  air  trans¬ 
portation  of  property  between  the  areas  indicated  in  (a), 

(b) ,  (c),  (d),  (e),  (f),  and  (g),  on  the  ground  that  the  rec¬ 
ord  is  insufficient  to  support  a  finding  that  the  public  con¬ 
venience  and  necessity  requires  such  authorization 

23336  and  on  the  further  ground  that  The  Flying  Tiger 
Line,  Inc.  did  not  have  an  application  covering  the 
transportation  recommended,  nor  did  it  propose  service 
between  such  points  as  required  by  Section  401  of  the  Civil 
Aeronautics  Act. 

m. 

Exception  is  specifically  taken  to  the  recommendation 
No.  4  of  the  Examiners,  on  Page  320  of  the  report,  that 
U.  S.  Airlines,  Inc.  be  authorized  to  engage  in  air  transpor¬ 
tation  of  property  between  the  areas  indicated  in  (a),  (b), 

(c) ,  and  (d),  on  the  ground  that  the  record  is  insufficient  to 
support  a  finding  that  the  public  convenience  and  necessity 
requires  such  authorization  and  on  the  further  ground  that 
the  U.  S.  Airlines,  Inc.  did  not  present  an  application  cover¬ 
ing  the  transportation  recommended,  nor  did  it  propose 
service  between  such  points  as  required  by  Section  401  of 
the  Civil  Aeronautics  Act. 

IV. 

Specific  exception  is  taken  to  the  conclusions  of  the  Ex¬ 
aminers  that  the  recommended  competitive  services  will 
not  reflect  serious  diversionary  injuries  on  the  existing 
certificated  air  carriers  on  the  ground  that  the  Examiners 
failed  to  take  into  account  both  the  individual  and  total 
effect  upon  existing  certificated  air  carriers  and  the  conse¬ 
quent  cost  to  the  Government  and  additional  mail  compen¬ 
sation  to  the  certificated  air  carriers  which  will  result  from 
the  certification  of  the  property-only  air  carriers. 

All  of  the  exhibits  and  testimony  of  record  in  the  case, 
the  laws  of  the  United  States,  and  pertinent  decisions  of 
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the  courts  and  the  Civil  Aeronautics  Board  are  relied  on  by 
Northwest  in  support  of  the  foregoing  exceptions. 

Northwest  will  file  a  brief  in  support  of  its  exceptions 
and  requests  permission  to  participate  in  oral  argument 
thereon  before  the  Board. 

Respectfully  submitted, 

Northwest  Airlines,  Inc. 
(Signature  Illegible) 
(Signature  Illegible) 
Attorneys  for 
Northwest  Airlines ,  Inc . 

Dated:  April  2,  1948 
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Exceptions  of  Transcontinental  &  Western  Air,  Inc. 

to  the  Report  of 

William  F.  Ctjsick  and  R.  Vernon  Radcliffe,  Examiners 

Transcontinental  &  Western  Air,  Inc.,  an  intervener  in 
the  above-entitled  proceeding,  takes  the  following  excep¬ 
tions  to  the  Report  of  Examiners  William  F.  Cusick  and 
R.  Vernon  Radcliffe: 

1.  Exception  is  taken  to  the  Examiners’  recommenda¬ 
tions  that  The  Flying  Tiger  Line,  Inc.,  California  Eastern 
Airways,  Inc.,  Slick  Airways,  Inc.,  Willis  Air  Service,  Inc., 
and  Airnews,  Inc.,  be  granted  certificates  of  public  con¬ 
venience  and  necessity  for*  the  carriage  of  property  only 
(Report,  pp.  31S-320)  in  that  such  recommendations  are 
contrary  to  the  evidence  of  record. 

2.  Exception  is  taken  to  the  Examiners’  recommenda¬ 
tions  that  the  public  convenience  and  necessity  require  cer¬ 
tification  of  property  only  carriers  over  Routes  A,  B  and  C 
(Report,  p.  294)  in  that  sucli  recommendations  are  con¬ 
trary  to  the  evidence  of  record. 

3.  Exception  is  taken  to  the  Examiners’  recommenda¬ 
tion  that  certain  applicants  be  authorized  to  transport 
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property  between  any  point  in  one  area  and  any 

23350  point  in  any  other  (Report,  pp.  318-321)  in  that 
such  recommendation  or  the  authorization  of  any 

applicant  is  contrary  to  the  public  interest  and  the  pro¬ 
visions  of  the  Civil  Aeronautics  Act  (TWA  Brief, 
pp.  13,  31-32). 

4.  Exception  is  taken  to  the  Examiners’  conclusion  that 
the  “proposals  appear  to  offer  a  sufficient  amount  of  new 
service”  to  warrant  the  experiment  (Report,  p.  216)  in  that 
the  only  new  service  proposed  under  the  Examiners’  recom¬ 
mendations  is  to  eight  small  towns  while  duplicating  ser¬ 
vice  is  proposed  to  seventy-five  major  cities,  and  further 
in  that  it  is  inconsistent  with  the  Examiners’  own  findings 
that  “the  applicants  propose  service  that  will  to  a  large 
extent  compete  with  those  of  the  presently  certificated  car¬ 
riers”  (Report,  pp.  235,  318-321;  TWA  Brief,  p.  11). 

5.  Exception  is  taken  to  the  Examiners’  conclusion  that 
the  data  from  “applicants’  past  activities”  are  of  great 
value  in  projecting  air  freight  estimates  (Report  pp.  215, 
216)  in  that  such  past  activities  were  illegal  in  many  in¬ 
stances,  were  conducted  at  rates  far  below  current  tariffs, 
produced  a  consistent  loss,  took  place  in  an  abnormal 
period,  and  were  the  result  of  a  selective  contract  service 
rather  than  a  general  common  carrier  service  ( Investigar- 
tion  of  Nonscheduled  Air  Services ,  6  C.  A.  B.  1049  (1946) ; 
TWA  Brief,  pp.  8-20). 

6.  Exception  is  taken  to  the  Examiners’  conclusion  that 
there  exists  an  annual  air  freight  potential  of  1,000,000,000 
ton  miles  at  16  cents  a  ton  mile  (Report,  pp.  235,  252)  in 
that  it  greatly  overstates  the  potential,  is  inconsistent  with 

the  authorities  cited  in  the  Report  itself,  and  is 

23351  based  upon  a  so-called  trend  line  which  is  com¬ 
pletely  unsupported  by  any  credible  evidence  of 

record  (Report,  p.  234;  TWA  Brief,  p.  16). 

7.  Exception  is  taken  to  the  conclusion  of  the  Examiners 
that  area  or  demand  service  appears  to  offer  additional 
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economies  (Report,  p.  217)  in  that  any  such  economies  are 
only  possible  by  a  restricted  service  offering  little,  if  any¬ 
thing,  to  shippers  and  it  is  only  by  such  a  restricted  service 
that  the  property  only  carriers  can  hope  to  conduct  their 
operations  at  costs  comparable  to  those  of  the  certificated 
carriers  (Report,  pp.  248-249). 

S.  Exception  is  taken  to  the  conclusion  of  the  Examiners 
that  the  multiple  service  carrier  must  add  personnel  and 
facilities  as  shipment  size  increases  (Report,  p.  249)  in 
that  it  is  unsupported  by  any  evidence  of  record  and  fails 
to  take  into  account  the  fact  that  large  shipments  for  the 
most  part  are  merely  accumulations  of  smaller  shipments. 

9.  Exception  is  taken  to  the  conclusion  of  the  Examiners 
that  only  18%  of  the  total  traffic  will  move  in  combination 
equipment  (Report,  p.  252)  in  that  it  compares  present 
available  space  against  future  cargo  traffic,  is  based  on  the 
estimate  of  a  single  carrier,  uses  as  a  freight  estimate  a 
completely  unsupported  figure  and  is  contrary  to  the 
record,  the  direct  testimony  of  the  carriers  and  transporta¬ 
tion  economics  (TWA  Brief,  p.  7 ;  National  Air  Lines,  Inc., 
Mad  Rates,  8  C.  A.  B.  387  (1946)). 

10.  Exception  is  taken  to  the  conclusion  of  the  Ex¬ 

aminers  that  no  appreciable  use  of  space  on  pas- 
23352  senger  equipment  will  be  made  when  freight  and 
passenger  operations  are  conducted  at  separate 
airports  (Report,  p.  252)  in  that  it  assumes  a  fact  that  is 
unsupported  by  any  evidence  of  record  and  is  contrary  to 
the  testimony  of  the  carriers  (TWA  Brief,  p.  14). 

11.  Exception  is  taken  to  the  conclusion  of  the  Ex¬ 
aminers  that  until  load  factors  on  cargo  flights  exceed  72% 
there  appears  no  reason  why  freight  should  be  carried  in 
combination  equipment  (Report,  p.  253)  in  that  it  is  con¬ 
trary  to  the  testimony  of  every  certificated  carrier  and  is 
contrary  to  prior  decisions  of  the  Board  and  transportation 
economics  (TWA  Brief,  pp.  7,  17). 

12.  Exception  is  taken  to  the  failure  of  the  Examiners 
to  find  that  the  certification  of  one  or  more  of  the  appli- 
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cants  would  result  in  substantial  diversion  from  the  cer¬ 
tificated  carriers  (TWA  Brief,  pp.  20-22). 

13.  Exception  is  taken  to  the  failure  of  the  Examiners 
to  find  that  the  certificated  carriers  can  and  will  provide 
adequate  service  for  present  and  future  air-freight  traffic 
(TWA  Brief,  pp.  6-8). 

Respectfully  submitted, 

Chadbourne,  Wallace,  Parke  &  Whiteside 
Attorneys  for 

Transcontinental  &  Western  Air,  Inc. 

United  Exceptions 

23355  •  •  •  •  • 

Exceptions  of  the  Intervener,  United  Air  Lines, 

Inc.,  to  the  Report  of  Examiners  William  F.  Cusick 
and  R.  Vernon  Radcliffe 

United  Air  Lines,  Inc.  (hereinafter  referred  to  as 
“United”)  respectfully  excepts  to  the  Report  of  the  Ex¬ 
aminers  in  the  following  particulars: 

1.  General .  a.  The  Report  of  the  Examiners  is  based 
upon  a  record  which  does  not  reflect  facts  and  conditions  as 
they  now  exist.  The  hearing  in  this  case  was  held  between 
November  1946  and  January  1947.  Subsequent  to  that  time 
many  important  changes  have  occurred  insofar  as  both 
the  applicants  and  the  interveners  are  concerned.  Evidence 
as  to  those  matters  is  essential  to  the  proper  disposition  of 
this  proceeding. 

b.  Time  and  again  throughout  their  Report  the  Exam¬ 
iners  recognize  the  inadequacies  of  the  present  record 
(Rep.,  pp.  215,  217,  233,  235,  317).  More  than  an  additional 
year’s  experience  has  been  obtained  in  the  transportation  of 
air  freight  since  the  record  was  closed  and  there  is  now 
available  evidence  which  is  highly  relevant  and 

23356  bears  upon  points  as  to  which  the  Examiners  rec¬ 
ognize  a  need  for  additional  facts.  At  the  time  of  the 
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bearing  the  applicants  were  conducting  contract  or  non- 
scheduled  operations.  Subsequently,  under  the  Board’s 
Regulation  292.5,  they  were  granted  an  exemption  permit¬ 
ting  scheduled  common  carrier  service.  The  evidence  re¬ 
lating  to  the  effect  thereof  upon  their  operations  is  relevant 
to  this  proceeding.  In  deciding  the  issues  in  this  case,  the 
Board  should  have  the  benefit  of  evidence  as  to  the  points 
served,  frequency  of  service  provided,  and  the  amount  and 
kinds  of  traffic  carried  by  the  applicants  in  their  operations 
pursuant  to  said  evemption.  The  Board  also  should  have 
the  benefit  of  evidence  as  to  the  applicants’  costs  of  opera¬ 
tion  since  the  close  of  the  hearing  in  this  proceeding. 

c.  There  have  been  changes  in  the  management,  financial 
condition  and  in  the  stockholdings  of  various  applicants. 
Certain  of  the  applicants  have  sustained  further  losses 
since  the  close  of  the  hearing.  Some  of  the  applicants  are 
in  bankruptcy  and  others  have  discontinued  freight  opera¬ 
tions.  Evidence  as  to  these  matters  is  necessary  in  passing 
upon  their  proposals  and  the  fitness,  willingness  and 
ability  of  the  various  applicants. 

d.  From  the  standpoint  of  the  interveners,  evidence  as 
to  the  property  traffic  carried  by  them  and  the  revenues 
therefrom  subsequent  to  the  hearing  also  has  a  definite 
bearing  upon  issues  raised  in  this  proceeding.  Large  losses 
incurred  by  interveners  during  the  past  year  and  the 
critical  financial  condition  of  the  air  transport  industry  as 
a  whole  likewise  are  important  considerations  which  should 
be  taken  into  account  in  passing  upon  the  applicants’  pro¬ 
posals,  which  involve  extensive  duplication  of  the  ex¬ 
isting  air  transport  system. 

23357  e.  The  Examiners  refer  to  Air  Cargo,  Inc.,  a  cor¬ 
poration  owned  by  the  certificated  carriers  which 
has  been  reactivated  as  a  ground  service  organization  in 
connection  with  the  transportation  of  property  by  air. 
However,  at  the  time  of  the  hearing,  Air  Cargo,  Inc.,  had 
not  started  such  functions  and,  as  the  Examiners  point 
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out  (Rep.,  p.  216) :  “consequently  there  is  no  evidence  upon 
which  to  evaluate  its  contribution  to  air  freight  opera¬ 
tions”.  Evidence  relating  to  the  operation  of  Air  Cargo, 
Inc.  since  the  close  of  the  hearing,  therefore,  is  relevant  and 
important  in  this  proceeding. 

f.  The  foregoing  describes  only  some  of  the  matters  as 
to  which  additional  evidence  should  be  obtained  before  a 
decision  in  this  case  is  made  by  the  Board.  Other  matters 
requiring  the  presentation  of  additional  evidence  are  in¬ 
dicated  below. 

2.  Recommendations  1-7 ,  pages  318-321.  a.  Exception 
is  taken  to  said  recommendations  and  to  the  conclusions 
and  findings  upon  which  they  are  based,  on  the  ground 
that  the  evidence  does  not  establish  that  the  public  con¬ 
venience  and  necessity  require  services  by  the  applicants 
as  recommended  by  the  Examiners.  Exception  is  also 
taken  to  said  recommendations  on  the  ground  that  they  are 
not  supported  either  by  the  facts  or  by  the  findings  and  con¬ 
clusions  of  the  Examiners  (Exs.  U-l-U-53;  R.  4948-5091, 
5259-5329). 

b.  Exception  is  further  taken  to  the  recommendations 
on  the  ground  that  the  services  by  the  applicants  will  not 
provide  sufficient  new  service  to  the  shipping  public  to 
warrant  the  extensive  duplication  of  existing  services 
which  would  result  from  approval  of  said  recommenda¬ 
tions.  Certification  of  area-type  service,  relied  on 
23358  as  justification  for  the  creation  of  new  carriers,  is 
correctly  found  by  the  Examiners  to  be  beyond  the 
power  of  the  Board  (Rep.,  p.  286).  Demand-type  service, 
the  Examiners  recognize,  may  be  rendered  by  any  carrier 
holding  a  conventional  certificate  (Rep.,  pp.  218,  219). 
With  few  exceptions,  air  service  will  not  be  brought  to  new 
points  under  the  Examiners’  recommendations.  A  com¬ 
parison  of  the  services  recommended  by  the  Examiners 
with  an  airline  route  map  of  certificated  carriers  shows 
that  any  new  one-carrier  service  that  would  be  provided 
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is  insubstantial  in  relation  to  the  duplicating  service  that 
would  result.  Even  as  to  any  such  new  one-carrier  service, 
there  are  no  specific  findings  as  to  the  amount  of  traffic  that 
would  be  benefited.  Exception  is  therefore  taken  to  the 
failure  of  the  Examiners  to  find  that  there  is  no  public 
need  for  the  creation  of  new  property-only  carriers. 

c.  Exception  is  taken  to  the  failure  of  the  Examiners 
adequately  to  consider  substantial  evidence  submitted  by 
carriers  such  as  United,  which  establishes  that  existing 
carriers  can  and  do  serve  the  needs  of  cargo  traffic  re¬ 
commended  for  service  (Exs.  U-27-U-30;  R.  5304),  that 
they  provide  a  high  frequency  of  service  for  the  shipping 
public  (Ex.  U-31;  R.  4967;  Av.  Guide),  that  they  provide 
a  comprehensive  service  (Ex.  U-6;  R.  4949,  5061-63),  and 
that  they  will  carry  all  of  the  air  cargo  traffic  which  can  be 
developed  through  aggressive  sales  and  promotional 
efforts  (Exs.  XJ-21,  U-22;  R.  4972,  4983,  5323). 

d.  Exception  is  taken  to  the  Examiners’  failure  to  find 
that  the  certification  of  new  property-only  carriers  and 
the  creation  of  new  systems  blanketing  the  domestic  system 
of  United  as  well  as  of  many  other  existing  carriers  would 

work  substantial  injury  upon  existing  carriers  and 
23359  would  have  a  serious,  adverse  effect  upon  the  air 
transportation  system  as  a  whole  (Exs.  U-40,  U-44;  R.  5152, 
5163,  5306-07).  Exception  is  taken  to  the  Examiners’  fail¬ 
ure  to  find  that  services  such  as  those  recommended  would 
divert  substantial  revenues  from  existing  carriers  such  as 
United  (CAB  Form  41  Reports). 

e.  Exception  is  taken  to  the  failure  of  the  Examiners  to 
find  that  sufficient  competition  with  respect  to  air  freight 
already  exists  between  the  certificated  carriers,  as  well  as 
between  such  carriers  and  other  forms  of  transportation 
(Exs.  U-41,  U-53;  R.  4950,  5306-07).  Exception  also  is 
taken  to  the  Examiners’  further  failure  to  find  that  the  air 
freight  traffic  potential  in  the  foreseeable  future  does  not 
justify  establishment  of  additional  parelleling  services. 
United,  American,  TWA  and  other  certificated  carriers 
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today  compete  for  traffic  between  major  traffic  generating 
centers  in  California,  the  Middlewest  and  the  East  Coast. 
United  and  Northwest  compete  for  traffic  between  points  in 
the  Pacific  Northwest  and  Middlewest  and  East  Coast 
points.  United  also  competes  with  Western  for  traffic  be¬ 
tween  Los  Angeles  and  San  Francisco,  on  the  one  hand, 
and  Portland  and  Seattle  on  the  other.  The  evidence  does 
not  show  that  the  traffic  would  support  any  additional  car¬ 
riers  between  any  of  those  points. 

3.  Recommendation  8,  page  321;  Conclusions ,  pages  315 - 
318.  Exception  is  taken  to  said  recommendation  and  to  the 
conclusions  and  findings  upon  which  it  is  based,  on  the 
grounds  that  they  are  not  supported  by  the  evidence  and 
that  events  occurring  subsequent  to  the  hearing,  and  as  to 
which  evidence  should  be  required,  have  resulted  not  only 

in  the  accumulation  of  further  losses  by  the  appli- 
23360  cants  but  in  changes  in  their  organizations,  man¬ 
agement,  personnel,  operations  and  capital  structures. 
These  facts,  together  with  the  general  tightening  in  the 
ability  to  secure  financing  during  the  past  year,  affect  the 
ability  of  the  applicants  to  obtain  the  substantial  sums  of 
capital  which  would  be  required  to  conduct  the  type  of 
operations  contemplated  by  the  Examiners’  recommenda¬ 
tions.  Exception  is  taken  to  the  failure  of  the  Examiners 
to  find  that  further  evidence  should  be  received  on  those 
matters. 

4.  Recommendations  1-5 ,  pages  318-321.  Exception  is 
taken  to  recommendations  1-5,  inclusive,  on  the  further 
ground  that  the  services  suggested  by  the  Examiners,  in 
various  instances,  are  to  and  from  points  or  areas  beyond 
the  scope  of  the  appications  of  the  parties  recommended 
by  the  Examiners  to  perform  the  service,  and  if  adopted  by 
the  Board,  would  amount  to  a  denial  of  fair  hearing  and 
due  process. 

5.  Pages  219-220.  Exception  is  taken  to  the  suggestion 
of  the  Examiners  that,  in  addition  to  awards  made  to  any 
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applicants  in  this  proceeding,  such  applicants  might  also 
be  given  exemptions  in  order  to  enable  them  to  serve  ad¬ 
ditional  points  within  designated  areas.  Such  exception  is 
taken  for  the  reason  that  the  possibility  of  an  exemption  on 
top  of  possible  awards  of  certificates  has  not  been  an  issue 
in  this  case  and  for  the  further  reason  that  the  evidence 
would  not  support  the  findings  required  by  the  Civil  Aero¬ 
nautics  Act  to  sustain  such  an  exemption. 

6.  Conclusions,  pages  262-263 .  Exception  is  taken  to  the 
conclusion  of  the  Examiners  “that  there  exists  a  public 
need  for  additional  carriers,  at  least  on  an  experimental  or 

temporary  basis,  who  will  specialize  in  the  hauling 
23361  of  property  only”,  on  the  ground  that  such  conclu¬ 
sion  is  not  supported  by  substantial  evidence.  The 
evidence  shows  that  existing  certificated  carriers  can  and 
do  meet  the  needs  of  the  cargo  traffic  and  are  furnishing 
adequate  service  between  points  recommended  for  service 
by  the  Examiners;  that  the  existing  carriers  do  and  will 
aggressively  promote  air  freight  traffic;  and  that  the  crea¬ 
tion  of  new  property-only  carriers  will  not  make  con¬ 
structive  contributions  to  the  development  of  that  traffic 
(Exs.  U-21,  U-22;  R.  4972,  4983,  5323). 

7.  Page  236.  Exception  is  taken  to  the  Examiners’  state¬ 
ment  that  there  is  an  indication  “that  the  services  and  rates 
offered  by  the  applicants  are  meeting  an  industry  need  for 
rapid  movement  of  property”,  on  the  ground  that  such 
statement  is  not  supported  by  the  evidence.  Exception  is 
taken  to  the  failure  of  the  Examiners  to  consider  the  cir¬ 
cumstances  under  which  the  applicants  entered  the  air 
freight  business  and  to  the  Examiners’  failure  to  obtain 
and  consider  evidence  as  to  the  amount  and  types  of  traffic 
carried  by  the  applicants  and  the  number  of  shippers  and 
the  points  served  by  them  since  the  conclusion  of  the  hear¬ 
ing.  Such  evidence  will  show  that  the  applicants  are  not 
meeting  any  need  which  cannot  be  and  is  not  fulfilled  by  the 
existing  carriers. 
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8.  Page  243.  Exception  is  taken  to  the  conclusion  of  the 
Examiners  that  it  appears  that  air  freight  “stands  to  bene¬ 
fit  more  from  one-carrier  service”  than  does  passenger  ser¬ 
vice,  on  the  ground  that  it  is  not  supported  by  the  evidence. 
Said  conclusion  is  not  entirely  consistent  with  the  Ex¬ 
aminers’  statement  that  “freight  can  wait  at  the  enplaning 
point  for  hours  without  detriment  to  the  service  rendered 

so  long  as  delivery  is  made  on  schedule”  (Rep., 
23362  p.  255).  Furthermore,  said  conclusion  fails  ad¬ 
equately  to  consider  evidence  showing  that  such 
one-carrier  service  would  not  mean  one  plane  service  be¬ 
tween  many  points,  with  the  result  that  certain  advantages 
which  the  Examiners  believe  would  result  will  not  be 
realized. 

9.  Pages  243-253.  Exception  is  taken  to  the  inference  in 
the  Examiners’  report  that  multiple-service  carriers  may 
not  in  the  future  be  able  to  provide  air  freight  service  at 
larger  traffic  points  at  costs  lower  than  the  applicants,  on 
the  ground  that  such  inference  is  not  supported  by  the 
evidence.  Exception  is  taken  to  the  Examiners’  conclusion 
that  two-carrier  service  results  in  greater  costs  than  would 
the  applicant-proposed  one-carrier  service,  on  the  ground 
that  such  conclusion  assumes  that  the  applicants  would  pro¬ 
vide  one  plane  service  between  all  points,  which  is  contrary 
to  the  evidence.  Exception  is  taken  to  the  Examiners’  con¬ 
clusions  with  regard  to  costs  (Rep.,  p.  252),  on  the  ground 
that  the  Examiners  failed  adequately  to  consider  the 
present  and  future  value  and  importance  of  air  freight 
service  operated  by  the  certificated  carriers  with  combina¬ 
tion  equipment.  Evidence  in  the  record  shows  that  a  very 
substantial  cargo  capacity  is  available  on  such  equipment 
(Exs.  U-21,  XJ-22,  AA-28)  and  operations  subsequent  to  the 
hearing  (as  to  which  evidence  should  be  obtained)  demon¬ 
strate  that  a  substantial  volume  of  air  freight  moves  in 
such  equipment.  Exception  also  is  taken  to  the  Examiners’ 
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failure  to  find  that  the  certification  of  the  applicants  would 
dilute  potential  traffic  available  and  rather  than  result  in 
lower  costs  would,  from  a  long  range  point  of  view,  increase 
costs  to  the  detriment  of  the  shipping  public. 

10.  Pages  256-260.  a.  Exception  is  taken  to  the  Ex¬ 
aminers’  conclusion  that  existing  carriers  would 
23363  not  sustain  serious  diversion  of  traffic  as  a  result 
of  the  certification  of  one  or  more  of  the  applicants, 
on  the  ground  that  such  conclusion  is  contrary  to  the  evi¬ 
dence  which  shows  that  the  applicants,  if  certificated,  would 
divert  substantial  traffic  which  United  and  other  carriers 
have  developed  and  are  in  the  process  of  developing  (Exs. 
U-6,  U-ll,  U-38,  U-47;  B.  4954,  5266-69;  CAB  Form  41 
Reports).  Exception  is  taken  to  such  conclusion  for  the 
further  reason  that  the  Examiners  have  failed  adequately 
to  recognize  that  the  applicants,  if  certificated,  would 
divert  both  air  freight  traffic  and  air  express  traffic  from 
United  and  other  carriers.  Such  traffic  would  be  diverted 
through  the  applicants’  proposed  utilization  of  consolida¬ 
tors  and  forwarders,  as  the  evidence  shows.  Furthermore, 
if  the  recommendations  made  by  the  Examiners  were  to  be 
approved  by  the  Board  the  applicants  could  enter  into 
agreements  with  Railway  Express  Agency  and  carry  both 
air  express  and  air  freight  traffic. 

b.  Exception  is  further  taken  to  the  failure  of  the 
Examiners  to  request  or  consider  additional  evidence  show¬ 
ing  the  substantial  volumes  of  air  express  and  air  freight 
traffic  carried  by  United  and  other  carriers  (CAB  Form 
41  Reports)  and  to  their  failure  to  consider  adequately 
the  importance  of  the  revenues  from  such  traffic  to  those 
carriers.  The  superimposition  of  whole  new  route  systems 
upon  existing  air  carriers  would  result  in  the  diversion 
from  those  carriers  of  important  sources  of  revenue  at 
a  time  when  virtually  all  of  them  are  sustaining  large 
losses  and  badly  need  those  revenues.  During  the  year 
1947  United  sustained  a  net  operating  loss  in  excess  of 
$5,000,000  (CAB  Form  41  Reports). 


657 


United  Exceptions 

c.  Exception  is  further  taken  to  the  failure  of  the 

23364  Examiners  to  give  adequate  weight  to  their  con¬ 
clusion  (Rep.,  p.  264)  that  “The  possibly  that  the 

experiment  will  result  in  a  division  of  cargo  traffic  be¬ 
tween  the  all-property  carriers  and  the  multiple-service 
carriers,  which  will  not  permit  economic  operations  by 
either  type  of  carrier,  must  be  recognized.” 

11.  Pages  235,  240,  242,  252.  a.  Exception  is  taken  to 
the  Examiners’  conclusions  relating  to  air  cargo  potential 
and  to  their  conclusion  that  s’  a  potential  is  adequate  to 
justify  the  creation  of  new  oerty-only  carriers,  on  the 
ground,  first,  that  the  E'  rs  failed  adequately  to  con¬ 
sider  various  unbia?  „tes  of  potential  in  evidence 

and  on  the  further  chat  the  certificated  carriers, 

with  their  aircraft,  >mmodate  the  entire  potential 

estimated  by  the  E.  .v/s  (Exs.  U-22,  AA-28). 

b.  The  Examine.  .ce  (Rep.,  p.  229)  that  the  carriage 
by  air  of  any  ap’  liable  volume  of  the  traffic  now  car¬ 
ried  in  rail  carload  lots,  as  predicted  by  some  applicants, 
“seems  to  fall  in  the  realm  of  speculation  rather  than 
estimation”,  and  that  (Rep.,  p.  230)  any  estimate  of  how 
much  of  total  air  freight  moving  will  be  so-called  “new 
traffic”  that  will  be  developed  “at  this  stage  can  be  little 
more  than  a  tentative  guess.”  The  Examiners  also  state 
(Rep.,  p.  233)  that  “the  past  traffic  carried  by  the  appli¬ 
cants  is  doubtless  the  best  indication  of  what  will  move 
in  the  future”  and  that  (Rep.,  p.  235)  “greater  traffic 
experience  is  needed  to  permit  expert  evaluation  of  traffic 
trends.”  Exception  therefore  is  taken  to  the  aforesaid 
conclusions  on  the  further  ground  that  the  Examiners 
failed  to  request  or  consider  evidence  relating  to  the 
traffic  carried  by  the  applicants  and  the  certificated  carriers 
subsequent  to  the  close  of  the  hearing. 

23365  12.  Page  238.  Exception  is  taken  to  the  con¬ 
clusion  of  the  Examiners  that  operations  can  be 

profitably  conducted  by  property-only  carriers  at  a  16-cent 
rate  (14  cents  airport-to-airport),  on  the  ground  that  the 
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evidence  on  which  such  conclusion  is  based  is  sketchy,  in¬ 
conclusive  and  relates  solely  to  operations  of  two  noncertifi- 
cated  carriers  during  very  short  periods  both  prior  and 
subsequent  to  which  those  carriers  operated  at  a  loss.  The 
subject  of  air  freight  rates  is  under  consideration  in  the  Air 
Freight  Rate  Investigation,  Docket  1705,  et  al.  In  that 
proceeding  public  counsel  have  recommended  minimum 
airport-to-airport  air  freight  rates  of  16  cents  per  ton  mile. 

13.  Pages  217-218,  253-256,  312.  a.  Exception  is  taken 
to  the  Examiners7  finding  that  an  area-to-area  demand- 
type  service  is  required,  for  the  following  reasons:  that 
there  is  no  evidence  showing  that  the  public  convenience 
and  necessity  require  duplicating  or  new  one-carrier  serv¬ 
ice  by  the  applicants  between  the  points  recommended  for 
such  service  by  the  Examiners,  that  the  evidence  shows  that 
the  existing  carriers  already  provide  one-carrier  air  freight 
service  between  the  major  cargo  generating  centers,  plus 
many  cities  that  will  not  be  served  by  the  applicants  (Ex. 
U-30;  Av.  Guide),  and  that  the  applicants’  common  carrier 
services  subsequent  to  the  close  of  the  hearing  (as  to  wilich 
evidence  should  be  obtained)  have  been  largely  between 
the  same  major  traffic  generating  centers  with  compara¬ 
tively  little,  if  any,  service  of  a  demand-type  to  smaller 
points.  Exception  also  is  taken  to  said  conclusion  on  the 
ground  that  the  Examiners  failed  adequately  to  consider 
the  many  problems  which  the  applicants  w’ould  encounter 
in  trying  to  operate  a  demand-type  of  service  and  on  the 
further  ground  that  the  evidence  does  not  show 
23366  that  the  applicants  could  provide  a  more  economi¬ 
cal  service  to  demand  points  than  the  certificated 
carriers. 

b.  Exception  is  also  taken  to  the  Examiners’  conclu¬ 
sion  (Rep.,  p.  256)  that  a  demand- type  of  service  W’ould 
“offer  opportunity  for  an  improved  service  for  shippers 
at  points  w'here  the  need  for  air  freight  service  is  not  con¬ 
sistent  as  to  frequency”,  on  the  ground  that  such  conclu- 
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sion  is  contrary  to  the  evidence  which  shows  that  United 
and  other  certificated  carriers  provide  regular  air  freight 
service  to  all  points  served  by  them  and  are  well  qualified 
and  able  to  adapt  their  operations  to  fluctuations  in  traffic 
demand  (Ex.  U-50;  R.  5062-63).  Exception  is  also  taken 
to  the  Examiners’  conclusion  (Rep.,  p.  254)  that  a  sub¬ 
stantial  number  of  presently  uncertificated  points  would 
benefit  from  a  demand-type  of  service,  on  the  ground  that 
such  conclusion  is  not  supported  by  the  evidence  and  on  the 
further  ground  that  only  six  of  such  points,  none  of  which 
are  major  traffic  producers,  would  receive  air  service  under 
the  Examiners’  recommendations. 

c.  Exception  is  taken  to  the  failure  of  the  Examiners 
to  find  that  the  diversion  from  existing  carriers  of  large- 
voluine  shipments  involved  in  demand  service  would  shift 
a  greater  portion  of  such  carriers’  cost  of  cargo  transpor¬ 
tation  upon  small  shippers. 

14.  Page  214.  Exception  is  taken  to  the  conclusion  of 
the  Examiners  that  the  efforts  of  United  and  other  certifi¬ 
cated  carriers  in  developing  the  air  cargo  business  are 
of  little  aid  in  determining  whether  the  public  convenience 
and  necessity  require  the  applicants’  proposed  services, 
on  the  ground  that  such  efforts  are  significant  in  that  they 

demonstrate  the  ability  of  the  certificated  carriers 
23367  to  continue  the  development  of  property  traffic, 
and  the  lack  of  need  for  any  of  the  many  dupli¬ 
cating  services  sought  by  the  applicants  (Exs.  U-14,  U-15, 
U-17,  U-19,  U-48,  U-49,  U-51,  U-52;  R.  4962-64,  5278-80, 
5266-69). 

15.  Pages  261-262 .  Exception  is  taken  to  the  failure  of 
the  Examiners  adequately  to  consider  the  views  of  the 
Post  Office  Department  that,  “Insofar  as  the  proposals 
of  any  applicant  herein  would  duplicate  the  air  mail  ser¬ 
vice  now  available,  we  think  that  such  proposals  should 
be  carefully  weighed  against  the  sacrifices  they  may  re- 
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quire”  (R.  5541).  Although  the  Examiners  have  recog¬ 
nized  that,  “It  would  obviously  not  be  in  the  public  interest 
to  encourage  all-property  service  if  the  end  result  requires 
the  Government  to  substantially  increase  its  mail  pay¬ 
ments  to  the  existing  certificated  carriers”  (Rep.,  p.  264), 
they  have  failed  adequately  to  consider  the  adverse  effect 
upon  United  and  other  mail  carriers  of  the  creation  of 
six  new  air  carrier  systems  paralleling  existing  routes. 

16.  Pages  220-222.  Exception  is  taken  to  the  finding  of 
the  Examiners  that  the  application  of  Slick  Airways,  Inc. 
meets  the  technical  requirements  of  Section  238.1  of  the 
Board's  Economic  Regulations,  on  the  ground  that  such 
application  does  not  contain  “an  adequate  identification 
of  each  route  for  which  a  certificate  is  desired”,  as  re¬ 
quired  by  paragraph  (d)  (3)  of  that  section.  As  the  ap¬ 
plication  does  not  meet  the  established  requirements,  ex¬ 
ception  is  also  taken  to  the  Examiners’  conclusion  to  over¬ 
rule  objections  of  counsel,  on  the  ground  that  the  applica¬ 
tion  is  so  indefinite  as  to  constitute  a  denial  of  due  notice 
required  by  Section  401  (c)  of  the  Civil  Aeronautics 
Act. 

23368  17.  Pages  12-174.  Exception  is  taken  to  the 

statements  of  the  Examiners  summarizing  the 
status  and  proposals  of  the  various  applicants,  on  the 
ground  that  in  a  number  of  respects  such  statements,  in¬ 
sofar  as  they  relate  to  the  management,  personnel,  opera¬ 
tions,  financial  condition  and  capital  structure,  are  not  in 
accordance  with  facts  as  they  now  are. 

18.  Pages  201-240.  Exception  is  taken  to  the  Exam¬ 
iners*  failure  here  or  elsewhere  in  their  report  adequately 
to  analyze  and  consider  the  evidence  and  testimony  pre¬ 
sented  by  United  which  show’s  the  public  convenience  and 
necessity  do  not  require  the  services  proposed  by  the  ap¬ 
plicants.  Among  other  things,  such  evidence  shows  United’s 
extensive  developmental  activities,  its  promotional  efforts, 
and  its  ability  to  handle  adequately  the  air  freight  traffic 
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that  can  be  developed  to  and  from  the  points  that  it  serves, 
and  also  shows  that  diversion  of  air  freight  and  air  ex¬ 
press  traffic  would  result  in  serious  injury  to  United  (Exs. 
U-l-U-53 ;  R.  4948-5091,  5259-5329). 

In  support  of  the  foregoing  exceptions,  in  addition  to 
the  specific  references  contained  herein,  United  relies  upon 
each  and  every  portion  of  the  record  and  upon  all  perti¬ 
nent  decisions  of  the  Board. 

Respectfully  submitted, 

(Signed)  Mayer  Meyer  Austrian  &  Platt 
Mayer  Meyer  Austrian  &  Platt 
Attorneys  for  Intervener, 

United  Air  Lines,  Inc. 

*  *  •  *  • 

April  6,  1948 
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23670  *  *  •  *  • 

Petition  of  United  Air  Lines,  Inc., 
to  Reopen  Record  and  for  Further  Hearing 

“The  total  amount  of  competitive  air  service  con¬ 
templated  by  the  proposals  in  this  proceeding  appears 
to  far  surpass  that  of  any  case  previously  before  the 
Board.”  (Report,  page  240) 

“The  possibility  that  the  experiment  will  result  in 
a  division  of  cargo  traffic  between  the  all-property 
carriers  and  the  multiple-service  carriers,  which  will 
not  permit  economic  operations  by  either  type  of  car¬ 
rier,  must  be  recognized.”  (Report,  p.  204) 


Mayer,  Meyer,  Austrian  &  Platt 
231  South  LaSalle  Street, 

Chicago  4,  Illinois 

Attorneys  for  Intervener, 
United  Air  Lines,  Inc. 
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Paul  M.  Godehn 
Floyd  M.  Rett 
J.  Stanley  Stroud 

231  S.  LaSalle  Street 
Chicago  4,  Illinois. 

James  Francis  Reilly 
1625  K  Street,  N.  W. 

Washington  6,  D.  C. 

Of  Counsel 
April  22,  1948. 

23671 

Before  the 

Civil  Aeronautics  Board 


In  the  Matter  of  Applications  for  ) 

Certificates  of  Public  Convenience  ) 

and  Necessity  under  Section  401,  and  ) 

for  approval  of  certain  relationships  )  Docket  No.  810 

under  Section  408,  of  the  Civil  Aero-  ) 

nautics  Act  of  1938,  as  amended,  )  et  al. 

known  as  the  ) 

Air  Freight  Case  ) 


Petition  of  United  Air  Lines,  Inc., 
to  Reopen  Record  and  for  Further  Hearing 


United  Air  Lines,  Inc.  (“United”)  respectfully  requests 
that  the  Civil  Aeronautics  Board  reopen  the  record  and 
hold  a  further  hearing  in  this  proceeding  to  receive  evi¬ 
dence  of  new  and  highly  pertinent  facts  arising  subse¬ 
quent  to  the  original  hearing  herein,  and  in  support  of  said 
request  represents  and  alleges  as  follows: 

1.  This  case  was  heard  between  November  18,  1946  and 
January  24,  1947.  The  Examiners’  Report  was  issued  on 
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March  12,  1948,  more  than  a  year  after  the  close  of  the 
hearing.  The  record  therefore  reflects  conditions  as  they 
existed  at  the  time  of  the  hearing — a  time  when  the  certifi¬ 
cated  carriers  were  in  the  process  of  reconversion  to 
peacetime  operations,  and  a  time  when  the  applicants  were 
in  the  initial  stages  of  their  operations.  As  a  result,  evi¬ 
dence  contained  in  the  record  is  limited  as  to  many  im¬ 
portant  issues  and  as  to  others  consists  only  of  conclu¬ 
sions  of  witnesses  based  upon  assumptions  and  analo¬ 
gies. 

23672  The  past  year  has  been  extraordinary  in  so  far 
as  the  development  of  air  cargo  service  and  related 
matters  are  concerned.  A  substantial  amount  of  new  oper¬ 
ating  experience  has  been  accumulated.  Very  important 
changes  have  occurred  both  with  respect  to  appli¬ 
cants  and  certificated  carriers.  In  the  past  year  the  Board 
issued  Section  292.5  of  its  Economic  Regulations,  which 
permitted  the  issuance  of  exemptions  to  non-certificated 
cargo  operators,  authorizing  them  to  conduct  common  car¬ 
rier  service.  One  of  the  prime  objectives  behind  the  is¬ 
suance  of  such  exemptions  was  the  development  of  infor¬ 
mation  and  experience  in  connection  with  the  transporta¬ 
tion  of  air  cargo.  Certain  of  the  applicants  secured  and 
have  been  operating  under  exemptions.  The  present  rec¬ 
ord,  however,  despite  stipulations,  is  substantially  silent 
on  and  barren  of  vital  evidence  bearing  not  only  on  opera¬ 
tions  under  the  exemptions,  but  also  on  the  other  substan¬ 
tial  changes  which  have  occurred.  The  record  also  is  si¬ 
lent  on  many  air  freight  activities  of  the  certificated  car¬ 
riers  during  the  past  year.  Moreover,  it  contains  no  evi¬ 
dence  of  the  present  and  extensive  plans  of  those  carriers 
for  the  handling  and  future  promotion  of  air  freight. 
New  and  additional  evidence  on  these  matters  and  upon 
many  other  matters  concerning  which  there  are  now  gaps 
in  the  present  record,  is  now  available.  The  Board  should 
take  advantage  of  this  essential  evidence  since  on  the  ex- 
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isting  record  it  is  not  in  a  position  to  pass  on  the  numer¬ 
ous  issues  involved  or  to  carry  out  its  responsibilities  under 
the  Act 

As  will  become  apparent  from  the  following  presenta¬ 
tion,  the  absence  of  essential  evidence  requires  a  further 
hearing.  While  some  data  is  available  to  the  Board  in  the 
Forms  41  filed  by  the  certificated  carriers,  considerable 
additional  information  is  available  and  necessary. 
23673  The  applicants  for  the  most  part  have  not  filed 
such  forms  with  the  Board.  United  is  informed 
and  believes  that  only  four  of  the  applicants  have  filed 
that  type  of  information  and  that,  with  one  exception, 
data  included  are  incomplete  or  cover  very  limited  periods. 
United  also  is  informed  and  believes  that  none  of  the  re¬ 
ports  filed  by  any  of  the  applicants  contain  current  infor¬ 
mation.  Forms  41  or  the  sketchy  reports  filed  by  a  few  of 
the  noncertificated  carriers  cannot  be  relied  upon  to  make 
up  the  substantial  deficiencies.  The  record  in  the  Air 
Freight  Rate  Investigation  contains  additional  data  rele¬ 
vant  to  the  issues  in  this  case  but  that  record  is  not  a  part 
of  the  record  in  the  present  proceeding.  Moreover,  it 
tells  only  part  of  the  story.  It  does  not  cover  a  number  of 
matters  concerning  which  new  and  essential  evidence  is 
available.  Furthermore,  it  is  of  critical  importance  that 
the  parties  to  this  proceeding  should  have  full  opportunity 
to  cross  examine  witnesses  upon  the  new  evidence  and, 
more  important,  that  the  Board  should  have  the  benefit  of 
such  cross  examination  when  it  passes  upon  the  signifi¬ 
cant  issues  in  this  case. 

This  is  no  ordinary  proceeding.  It  is  one  of  the  largest, 
most  complex  and  most  important  cases  ever  to  come  be¬ 
fore  the  Board.  Involved  is  the  question  whether  a  system 
of  so-called  property  only  or  air  freight  carriers  should 
be  superimposed  upon  the  existing  airline  network,  which 
already  provides  air  transportation  service  throughout  the 
country  for  property  as  well  as  for  passenges  and  mail. 
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The  competitive  implications  are  enormous.  As  stated  by 
the  Examiners  (Rep.  p.  240) : 

“The  total  amount  of  competitive  air  service  con¬ 
templated  by  the  proposals  in  this  proceeding  ap¬ 
pears  to  far  surpass  that  of  any  case  previously  be¬ 
fore  the  Board.” 

23674  These  proposals,  which  in  competitive  effect  “far 
surpass  that  of  any  case  previously  before  the 
Board”  come  at  a  time  when  “The  air  lines,  the  most 
important  element  of  civil  aviation,  are  passing  through 
one  of  the  most  serious  crises  of  their  history.”  They 
come  at  a  time  when  “the  domestic  trunk  lines  of  the 
country  suffered  an  operating  loss  of  approximately  $22,- 
000,000  in  the  fiscal  year  ending  June  30,  1947.”*  (Report 
of  President's  Air  Policy  Commission,  p.  99).  These  j 
proposed  competitive  services  with  all  of  their  inherent 
adverse  effect  on  existing  carriers  come  at  a  time  when 
responsible  people  studying  the  problem  have  issued  the 
following  warning  (Report  of  President's  Air  Policy  Com¬ 
mission,  p.  99) : 

“This  situation  is  significant  for  two  reasons.  If 
not  relieved  it  will  contribute  to  the  rapid  deteriora¬ 
tion  of  air-line  service  to  the  public.  A  second  reason 
is  now  of  even  greater  importance.  The  air  lines 
have  a  fleet  of  aircraft  of  great  value  to  the  military 
services  as  a  reserve  in  time  of  war.  As  a  potential 
military  auxiliary,  the  air  lines  must  be  kept  strong 
and  healthy.  They  are  not  in  such  a  condition  at 
the  present  time.” 

These  proposals  come  at  a  time  when  to  make  a  mistake 
may  mean  disaster  for  one  or  more  of  the  existing  companies 
and  jeopardize  the  entire  common  carrier  air  transporta-  j 

*  As  is  shown  by  Appendix  A  attached  hereto  and  made  a  part  hereof, 
the  net  loss,  after  taxes,  of  the  certificated  carriers  for  the  year  1947  has 
mounted  and,  based  on  the  information  contained  therein,  was  $24,386,114. 
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tion  system  which  has  been  built  up  only  after  years 
of  effort  and  the  expenditure  of  substantial  sums  by  both 
private  interests  and  the  government.  The  inherent  dangers 
are  referred  to  by  the  Examiners  (Rep.,  p.  264): 

“The  possibility  that  the  experiment  will  result  in 
a  division  of  cargo  traffic  between  the  all- 
23675  property  carriers  and  the  multiple-service 
carriers,  which  will  not  permit  economic  opera¬ 
tions  by  either  type  of  carrier,  must  be  recognized. 
While  it  has  been  found  that  the  over-all  considerations 
relating  to  the  public  convenience  and  necessity  require 
experimental  authorization  to  test  the  promise  of 
more  economical  air  freight  carriage,  it  would  obviously 
not  be  in  the  public  interest  to  encourage  an  all- 
property  service  if  the  end  result  required  the  Govern¬ 
ment  to  substantially  increase  its  mail  payments  to 
the  existing  certificated  carriers.” 

Reopening  of  the  present  record  to  permit  of  a  further 
hearing  involving  presentation  of  new  facts  may  result 
in  some  delay.  However,  the  principal  factor  at  stake 
here  is  the  public  interest  and  in  the  public  interest,  it 
is  essential  that  the  Board  have  the  benefit  of  the  new 
and  additional  evidence  now  available  regarding  the  current 
operations  and  experience  of  both  the  certificated  carriers 
and  the  applicants.  The  necessity  for  current  data  in 
the  field  of  air  freight  was  recognized  by  Member  Lee 
no  later  than  April  2, 1948,  when  he  said : 

“However,  the  picture  in  the  field  of  property  trans¬ 
portation  is  just  beginning  to  unfold  and  is  still  un¬ 
settled. 

•  •  •  •  • 

“The  property  transportation  services  of  the  certifi¬ 
cated  carriers  have  not  reached  a  point  of  stability, 
and  many  cooperative  activities  of  the  certificated 
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carriers  are  so  new  that  proper  evaluation  of  them 
is  impossible.  Techniques  and  procedures  in  property- 
transportation  are  changing  rapidly,  cargo  rate 
structures  are  admittedly  in  an  experimental  stage 
and  the  air  potential  of  the  country  is  still  a  matter 
of  conjecture. 

#  *  •  •  • 

“Reaching  a  clear-cut  conclusion  on  the  basis  of 
the  information  now  available  is  as  impossible  as 
solving  a  mathematical  equation  containing  unknown 
quantities.”  (Dis.  op.,  Doc.  No.  2742,  pp.  5,  6.) 

In  the  light  of  this  unsettled,  changing  and  un- 
23676  certain  situation,  improvident  and  hasty  action 
must  be  avoided  if  a  sound  decision  consistent 
with  the  public  interest  is  to  be  achieved.  As  the  President’s 
Air  Policy  Commission  stated  (Rep.,  p.  110) : 

“We  recommend  that  the  Civil  Aeronautics  Board 
defer  for  a  short  time  decisions  in  new’  route  cer¬ 
tification  cases.  This  should  not  be  confused  with 
a  freezing  of  the  present  route  pattern,  which  would 
certainly  be  undesirable.  There  is,  however,  a  wide¬ 
spread  confusion  as  to  the  principles  w’hich  guide 
the  Civil  Aeronautics  Board  in  its  route  determina¬ 
tions.  A  body  which  is  under  the  constant  pressure 
of  daily  decisions  of  case  after  case  cannot  accomplish 
the  careful  planning  w’hich  the  development  of  a 
national  route  pattern  demands.  The  present  air 
transportation  system  has  not  developed  as  expected 
before  and  during  the  war.  There  is  need  for  a 
comprehensive  survey  of  the  present  situation  and  the 
development  of  a  more  cohesive  philosophy.  The 
resulting  clarification  of  policy  should  bring  about 
acceleration  of  subsequent  route  decisions.” 

The  fact  that  w’ithin  recent  days  two  new  members 
have  been  appointed  to  the  Board  and  a  third  appointment 
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soon  will  be  necessary  clearly  emphasizes  the  soundness 
of  the  above  stated  recommendation,  the  need  for  thorough 
consideration  and  the  necessity  for  supplementing  a  record 
which  has  become  outdated  by  reason  of  substantial  changes 
which  have  occurred  since  the  close  of  the  hearing. 

The  applicants  will  recognize  the  necessity  for  and 
wisdom  of  full  presentation  and  careful  evaluation,  since 
they  have  committed  themselves  to  being  bound  by  that 
which  is  in  the  public  interest.  Further,  the  applicants 
and  more  particularly  those  which  are  operating  are  not 
in  a  position  to  complain  of  the  suggestion  that  new  and 
important  evidence  be  presented.  They  elected  to  in¬ 
augurate  operations  without  a  certificate  and  in  violation 
of  the  plain  language  of  the  Act.  They  must  assume  the 
consequences  of  their  own  conduct.  To  permit  them  now, 
simply  because  they  began  operations  illegally  and 
23677  without  certificates,  to  stampede  for  a  decision 
without  necessary  evidence  being  presented  would 
be  contrary  to  the  public  interest  and  to  Congressional 
intent  in  enacting  the  Civil  Aeronautics  Act.  Furthermore, 
by  action  of  the  Board  through  the  issuance  of  exemptions 
these  non-certificated  operators  are  now  permitted  to 
operate  as  common  carriers  between  all  of  the  major 
air  freight  producing  centers  and  may  continue  to  do 
so  until  further  action  of  the  Board — a  treatment  not 
usually  accorded  to  applicants  for  certificates.  Actually, 
as  will  be  seen  from  the  exceptions  of  certain  of  the 
applicants  filed  herein,  the  need  for  further  evidence  is 
recognized.  (Flamingo  Air  Service,  Inc.,  Exception  27; 
Air  Cargo  Transport  Corporation,  Exception  11.) 

2.  The  inadequacy  of  the  present  record  is  repeatedly 
recognized  by  the  Examiners  as  shown  by  their  Report. 

(a)  The  inadequacy  of  the  present  record  with  regard 
to  the  potential  volume  of  air  freight  is  apparent.  At 
page  215  of  their  Report  the  Examiners  point  out  that 
unlike  the  feeder  cases,  this  proceeding  was  not  preceded 
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by  a  general  investigation  into  air  freight  potential  and 
that  extensive  historic  air  traffic  data  was  not  available 
upon  which  to  project  estimates  of  future  potential.  The 
Examiners  state  (Rop.,  p.  215) : 

“The  feeder  cases  were  concerned  principally  with 
passenger  movement  by  way  of  economic  justification, 
and  a  considerable  volume  of  historic  air  travel  data 
were  available  upon  which  to  project  future  estimates. 
Air  freight  estimates  cannot  be  projected  from  such 
a  base.” 

They  recognize  (Rep.,  p.  230)  that  the  amount  of  new 
types  of  traffic  that  may  be  developed  by  air  freight 

“at  this  stage  can  be  little  more  than  a  tentative 
guess.” 

23678  They  specifically  state  (Rep.,  233)  that 

“the  past  traffic  carried  by  the  applicants  is 
doubtless  the  best  indication  of  what  will  move  in 
the  near  future.” 

In  considering  various  estimates  of  potential,  the  Examiners 
state  (Rep.,  p.  235)  that 

“the  differences  between  these  figures  indicate  that 
greater  traffic  experience  is  needed  to  permit  expert 
evaluation  of  traffic  trends.” 

New  and  additional  evidence  directly  bearing  on  all  these 
subjects  is  available  now  and  should  be  made  part  of 
the  record. 

(b)  The  Examiners’  Report  shows  the  need  for  further 
evidence  as  to  the  demand  type  of  service  proposed  by 
the  applicants.  At  Page  254  the  Examiners  point  out 
that, 

“the  record  is  not  extensive  as  to  specific  points, 
presently  uncertificated,  that  would  benefit  from 
demand  service.” 
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So  far  as  certificated  points  are  concerned,  no  specific 
finding  is  made  as  to  which,  if  any,  such  points  would 
benefit  by  that  type  of  service  from  the  applicants  (Rep., 
p.  254).  Further  evidence  on  the  question  of  whether 
the  applicants’  proposed  demand  services  will  actually 
result  in  any  benefit  to  the  public  is  not  only  necessary 
but  essential  to  the  determination  of  the  issues. 

(c)  The  Examiners’  Report  also  demonstrates  the  need 
of  further  evidence  as  to  the  operations  of  Air  Cargo, 
Inc.  At  the  time  of  the  hearing  in  this  proceeding  that 
corporation,  created  by  presently  certificated  carriers,  had 
just  been  activated  to  perform  various  services  for  those 
carriers  in  connection  with  the  handling  of  air  freight.  The 
Examiners  recognized  the  unavailability  at  that  time  of 
data  concerning  the  operations  of  Air  Cargo,  Inc.,  stating 
(Rep.,  pp.  216,  217)  : 

“Air  Cargo,  Inc.,  at  the  end  of  the  hearing  had  not 
yet  started  such  functioning,  and  consequently 
23679  there  is  no  evidence  upon  which  to  evaluate 
its  contribution  to  air  freight  operations.” 

Air  Cargo,  Inc.,  now  has  been  operating  for  more  than 
a  year.  Available  evidence  as  to  its  past  and  current 
operations  as  well  as  operations  that  it  is  about  to  under¬ 
take  is  essential  to  an  appraisal  of  the  quality  of  air 
freight  service  rendered  by  the  certificated  carriers. 

(d)  The  tentative  recommendations  of  the  Examiners 
relative  to  the  selection  of  carriers  establish  the  incon¬ 
clusive  character  of  the  evidence  on  that  subject  in  the 
present  record.  The  Examiners  state  (Rep.,  p.  317): 

“In  selecting  a  carrier  to  operate  these  routes 
considerations  of  operating  and  managerial  efficiency 
must  not,  of  course,  be  overlooked.  However,  the  period 
of  operations  covered  by  the  evidence  of  record  in¬ 
volved  only  the  initial  development  of  the  services 
and  cannot  be  deemed  to  be  conclusive.” 
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An  examination  of  the  Examiners’  Report  will  disclose 
other  instances  where  the  need  for  more  up-to-date  data 
exists. 

3.  Basic  to  the  question  of  the  need  for  the  service 
proposed  by  the  applicants  is  evidence  as  to  the  cargo 
service  now  being  performed  by  the  certificated  carriers . 

(a)  In  the  year  since  the  close  of  the  hearing  sub¬ 
stantial  progress  has  been  made  in  the  expansion  of 
the  cargo  services  being  rendered  by  the  certificated 
carriers.  Evidence  on  that  subject  should  be  made  a  part 
of  the  record.  That  evidence  is  available  and  will  include 
the  number  of  points  served,  the  amount,  kind  and  volume 
of  traffic  carried  and  the  number  of  shippers  served. 
This  evidence  is  not  now  part  of  the  record. 

(b)  The  new  evidence  will  show  that  United  and  other 

certificated  carriers  now  provide  regularly  sched- 
23680  uled  air  freight  service  to  all  cities  on  their  systems. 

They  presently  serve  all  points  to  w’hich  applicants, 
operating  under  exemptions,  are  giving  service  on  a  regular 
basis.  This  service  operated  by  the  certificated  carriers 
to  points  served  with  some  degree  of  regularity  by  appli¬ 
cants,  such  as  Slick,  California  Eastern  and  The  Flying 
Tigers  is,  with  one  exception,  provided  by  all-cargo  planes 
and  is  supplemented  by  service  with  combination  equip¬ 
ment.  For  example,  New’  York  receives  all-cargo  plane 
service  from  five  certificated  carriers — United,  American, 
TWA,  PCA  and  Eastern.  Chicago  has  that  service  from 
the  same  carriers  plus  Braniff  and  Delta.  Cleveland  and 
Detroit  are  receiving  all-cargo  plane  service  from  three 
and  four  certificated  carriers  respectively.  United  operates 
like  services  to  such  cities  as  Denver,  Oakland  and  San 
Francisco,  and  together  with  American  and  TWA  operates 
such  services  to  and  from  Los  Angeles.  United  alone, 
with  all-cargo  planes,  gives  regularly  scheduled  service  to 
19  cities,  or  to  more  cities  than  are  now  regularly  served 
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by  the  above  mentioned  three  applicants  together.  The 
all-cargo  services  of  the  certificated  carriers,  of  course, 
will  continue  to  increase  and  evidence  with  respect  to 
both  the  past  expansion  and  the  plans  of  those  carriers 
is  now  available  and  should  be  obtained  before  a  decision 
is  made  in  this  proceeding. 

(c)  The  available  new  and  additional  evidence  will  show 
the  aggressive  development  of  air  freight  by  the  certifi¬ 
cated  carriers.  The  effect  of  such  efforts  is  disclosed  by 
the  following  table,  which  shows  the  substantial  increase 
in  air  freight  traffic  generated  by  those  carriers  during 
the  last  half  of  1947 : 


July  . 

Revenue 
Ton  Miles 

_  2,140,910 

August . 

.  2,512,726 

September . 

.  3,712,719 

October  . 

.  5,703,385 

November  . 

.  4,144,633 

December  . 

.  4,195,620 

23681  Details  as  to  these  efforts  and  methods  both  as 
developed  during  the  past  year  and  as  proposed  for 
the  future  should  be  before  the  Board. 

(d)  The  Board  should  also  have  before  it  evidence  en¬ 
abling  it  to  compare  the  number  of  shipments  carried  by 
the  certificated  carriers  with  the  number  carried  by  the 
non-certificated  operators.  Available  evidence  will  show 
that  during  the  week  of  October  19, 1947,  United,  American 
and  TWA  each  carried  more  shipments  than  either  Slick, 
California  Eastern  or  The  Flying  Tigers.  It  will  show  that 
United  alone  carried  more  shipments  than  those  three  non- 
certificated  operators  combined.  It  will  show  that  the  same 
certificated  carriers  also  carried  greater  tonnage  than  the 
non-certificated  carriers  mentioned,  and  were  only  out-dis¬ 
tanced  in  revenue  ton  miles  because  the  non-certificated 
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carriers  have  sought  primarily  long  haul  transcontinental 
traffic  which,  as  the  evidence  will  show,  they  obtained  at 
the  expense  of  United  and  other  certificated  carriers  which 
have  an  obligation  to  serve  short  as  well  as  long  haul 
traffic.  The  available  evidence  not  now  of  record  will  show : 

Total  Total  3 

3  Cer.  Calif.  Flying  Non-Cer. 


No.  of 

United 

American 

TWA 

Car. 

Slick 

East. 

Tigers 

Car. 

Shipments 

3,499 

5,360 

1,756 

10,615 

1,508 

673 

313 

2,494  | 

Tons 

292.0 

396 

146.9 

834.9 

239.3 

98.5 

113.8 

451.6 

Ton  Miles 

286,693 

331,609 

142,685 

760,987 

488,718 

219,481 

177,022 

885,221  j 

The  available  new  and  additional  evidence  will  show  that 
the  certificated  carriers  are  developing  and  serving  a  much 
greater  variety  of  products  than  are  being  carried  by  those 
applicants  now  operating  under  exemptions.  A  summary 
of  that  evidence  for  one  sample  period  in  1947  is  attached 
hereto  and  made  a  part  hereof  as  Appendix  B.  Evidence 
of  the  composition  of  the  air  freight  traffic  of  the 
23682  certificated  carriers  for  more  current  periods  also 
can  and  should  be  obtained.  That  evidence  is  not 
now  a  part  of  the  present  record. 

Evidence  as  to  the  relationship  between  the  data  just  re¬ 
ferred  to  and  the  load  factors  achieved  by  the  certificated 
carriers  is  important  and  should  be  presented.  Appendix 
C  attached  hereto  and  made  a  part  hereof  contains  a  tabu¬ 
lation  of  the  load  factors  on  United’s  all-cargo  planes  from 
January  1947  through  January  1948  and  shows  that  the 
highest  load  factor  achieved  during  that  period  by  United 
on  its  Douglas  DC-4  all-cargo  aircraft  was  only  58.54  per 
cent.  This  reflects  the  availability  of  unused  space  and 
directly  bears  on  the  adequacy  of  the  existing  cargo  capa¬ 
city  of  certificated  carriers  to  accomodate  the  air  freight 
traffic  and  the  absence  of  a  need  for  more  carriers. 

4.  New  and  additional  evidence  is  available  with  respect 
to  the  development  and  activities  of  Air  Cargo,  Inc . 
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Air  Cargo,  Inc.  is  now  an  active  operating  company  and 
performs  a  number  of  functions  and  services  for  the 
certificated  carriers,  including  the  arrangement  of  joint 
pick-up  and  delivery  service  at  numerous  cities  throughout 
the  country,  the  coordination  of  cargo  services  of  air 
carriers  with  the  services  of  surface  carriers,  the  operation 
of  a  consolidated  air  freight  terminal  and  the  publication 
of  air  freight  tariffs  covering  the  air  freight  services  of 
the  various  certificated  carriers.  These  activities,  as  will 
be  shown,  aid  in  the  development  of  and  service  to  air 
cargo.  Based  on  actual  operating  experience,  it  will  be 
shown  that  economy  and  efficiency  in  the  handling  of  air 
cargo  by  the  presently  certificated  carriers  have 
23683  been  and  will  be  the  result  of  Air  Cargo,  Inc. 
activities. 

The  part  which  Air  Cargo,  Inc.  plays  in  the  operation 
of  air  cargo  service  by  certificated  carriers  cannot  be 
minimized  or  brushed  aside  by  an  assumption  that  newly 
certificated  carriers  would  become  eligible  to  participate 
therein.  Irrespective  of  the  answer  to  the  question  whether 
new  carriers  would  participate  in  Air  Cargo,  Inc.,  that 
Company  occupies  an  important  place  in  the  service  pro¬ 
gram  and  plans  of  the  certificated  carriers  and  the  full 
significance  of  its  activities  should  be  considered  by  the 
Board  before  determining  the  existence  of  a  need  for  ser¬ 
vice  by  other  carriers. 

5.  New  and  additional  evidence  is  available  bearing  on 
the  question  of  air  freight  potential  and  that  evidence 
should  be  received  and  considered  by  the  Board. 

(a)  There  is  no  more  important  question  in  this  case 
than  that  of  cargo  potential.  Clearly  a  sufficient  volume 
must  exist  to  support  the  extensive  services  of  the  certifi¬ 
cated  carriers.  Unless  sufficient  additional  volume  exists, 
the  extensive  duplication  proposed  by  the  applicants 
should  not  be  permitted.  The  Examiners,  with  respect  to 
this  problem,  state  (Rep.,  p.  235) : 
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“Yet  it  is  basic  to  this  proceeding,  since  it  has  been 
concluded  that  the  applicants  propose  service  that  will 
to  a  large  extent  compete  with  those  of  the  presently 
certificated  carriers,  that  some  determination  of  the 
traffic  potential  be  made.” 

In  order  to  make  an  estimate  having  any  reasonable  degree 
of  reliability,  it  is  highly  important  and  essential  to  have 
as  much  information  regarding  past  traffic  as  possible. 
The  evidence  in  the  present  record  shows  a  wide  diver¬ 
gence  in  the  estimates  of  the  various  applicants.  This 
divergence  was  so  great  as  to  prompt  the  Examiners  to 
state  that  the  differences  between  those  estimates 
23684  indicated  the  need  for  greater  traffic  experience  in 
order  to  permit  evaluation  of  traffic  trends  (Rep., 
p.  235).  This  deficiency  in  the  present  record  emphasizes 
the  importance  of  securing  that  evidence  which  is  now 
available  relating  to  volume  and  kinds  of  traffic  carried 
during  the  past  year.  As  the  Examiners  have  said  (Rep., 
p.  233) : 

“Noth withstanding  the  various  forecasts  of  the  vol¬ 
ume  of  specific  commodities  that  will  support  an  air 
freight  system,  there  seems  little  doubt  but  that  these 
estimates  could  be  greatly  affected  one  way  or  the 
other  by  the  many  imponderables  inherent  in  a  rela¬ 
tively  new  type  of  service.  The  past  traffic  carried  by 
the  applicants  is  doubtless  the  best  indication  of  what 
will  move  in  the  near  future ”  (Italics  added) 

The  present  record  does  not  contain  current  information 
on  this  important  subject.  It  can  only  be  supplied  by  re¬ 
opening  the  record  to  receive  the  new  evidence  which  is 
now  available. 

(b)  The  available  new  and  additional  evidence  will  show 
that  the  volume  of  air  freight  traffic  actually  carried  by  all 
carriers  is  substantially  less  than  that  estimated.  This  is 
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an  important  fact  for  the  Board  to  consider.  The  evidence 
with  respect  to  volume  of  air  freight  traffic  carried  is  not 
wholly  available  to  United  but,  based  on  data  which  is  in¬ 
complete  as  to  the  non-certificated  carriers,  the  total  vol¬ 
ume  carried  by  all  carriers  in  1947  amounted  only  to 
75,791,530  ton  miles.*  This  is  to  be  contrasted  with  Slick’s 
forecast  of  a  1,200,000,000  ton-mile  potential  for  1947  at 
an  average  rate  of  12.5  cents  per  ton  mile  and  the  Curtiss- 
Wright  forecast  of  298,000,000  ton-mile  potential  at  a 
14-cent  rate  for  the  year  1946  (Rep.,  p.  234).  It  will  be 
shown  from  subsequent  statements  made  on  behalf 
236S5  of  one  of  the  applicants  that  there  was  no  lack  of  a 
competitive  spur  during  this  period  but  that,  if 
anything,  there  was  “excessive  competition”. 

(c)  The  evidence  will  compare  forecasts  of  traffic,  reve¬ 
nue  and  expenses  made  by  applicants  with  their  actual 
experience  since  the  hearing  in  this  case.  Appendix  D 
attached  hereto  and  made  a  part  hereof  contains  such  a 
comparison,  limited  to  data  for  three  of  the  applicants  and 
relating  to  their  actual  operation  during  the  first  nine 
months  of  1947.  This  evidence  will  show  that  applicants 
have  not  achieved  their  forecasts  of  volume  and  all  indi¬ 
cations  point  to  the  improbability  of  their  so  doing  in  the 
foreseeable  future.  Thus  The  Flying  Tigers,  which  at  the 
time  of  the  hearing  estimated  that  it  would  carry  over  40 
million  revenue  ton  miles  of  freight  during  1947  actuallly 
obtained  only  3,486,700  revenue  ton  miles  during  the  past 
year.  Whatever  the  reasons  may  be  for  the  applicants’ 
failure  to  achieve  their  forecasts,  those  reasons  are  not 
now  a  part  of  the  present  record. 

The  evidence  now  available  also  will  show  that  as  a 
matter  of  actual  fact,  the  volume  of  traffic  carried  by  the 

*  Includes  data  for  Slick,  California  Eastern,  The  Flying  Tigers,  Air 
Cargo  Transport  and  Willis  through  October,  1947,  but  does  not  include 
data  for  the  latter  two  operators  for  November  or  for  any  of  the  non-certifi¬ 
cated  carriers  except  Slick  for  December,  1947. 
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non-certificated  carriers  in  1947  is  overstated.  The  evi¬ 
dence  will  show  that  some,  if  not  all,  of  the  non-certificated 
operators  compute  their  ton  miles,  as  well  as  charges  to 
shippers,  on  the  basis  of  either  actual  -weight  or  the  use  of 
a  so-called  cube  formula,  whichever  produces  the  higher 
weight  and  revenue.  This  situation  illustrates  the  neces¬ 
sity  for  a  further  hearing.  Obviously,  the  limited  and 
sketchy  traffic  data  -which  applicants  have  submitted  to  the 
Board  are  not  comparable  with  data  contained  in  Forms  41 
filed  by  the  certificated  carriers.  In  order  that  the  Board 
can  determine  with  some  degree  of  accuracy  the 
23686  traffic  actually  carried  by  the  applicants,  it  is 
essential  that  the  facts  be  fully  explored  and  the 
extent  of  overstatements  of  the  applicants  be  ascertained 
through  examination  and  cross  examination  of  their  wit¬ 
nesses  at  a  further  hearing. 

(d)  New  and  additional  evidence  bearing  on  the  ques¬ 
tions  of  rates  and  costs  is  available  and  should  be  received 
and  considered  by  the  Board.  Both  of  these  matters  are  of 
great  significance  because  of  their  bearing  upon  potential 
and  revenue.  The  evidence  will  show  the  operation  of 
forces  leading  toward  an  increase  rather  than  a  decrease  in 
rates.  Costs  have  risen  materially  in  recent  months  and 
currently  are  considerably  higher  than  those  estimated  by 
the  applicants  at  the  time  of  the  hearing.  Slick  has  filed 
and,  on  information  and  belief,  California  Eastern  and  The 
Flying  Tigers  plan  to  file  tariffs  calling  for  higher  rates 
than  those  heretofore  in  effect.  The  result  of  the  pending 
Air  Freight  Rate  Investigation  may  be  an  increase  in  the 
rates  over  those  now  charged.  Evidence  will  show  that  in¬ 
creased  rates  may  adversely  affect  the  volume  of  certain 
types  of  traffic  carried  by  some  of  the  applicants  and  that 
there  will  not  be  available  the  total  potential  which  would 
be  essential  to  support  the  duplicating  services  which  they 
propose. 

(e)  New  and  additional  evidence  is  now  available  which 
should  be  received  and  considered  by  the  Board  bearing  on 
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the  types  of  traffic  actually  carried  by  applicants  operating 
under  exemptions  as  compared  with  the  types  which  at  the 
hearing  it  was  claimed  they  would  carry.  The  evidence 
will  show  that  the  optimistic  claims  of  vast  potential  traffic 
to  be  derived  from  many  products  and  commodities  have 
not  materialized.  As  disclosed  by  Appendix  E  attached 
hereto  and  made  a  part  hereof,  the  evidence  will 
23687  show,  based  upon  a  week  during  October  1947,  that 
67.2%  of  California  Eastern’s,  66.8%  of  The  Flying 
Tigers’  and  64.8%  of  Slick’s  total  revenue  ton  miles  were 
produced  by  the  two  commodity  classifications  of  “Ap¬ 
parel,  Textiles  and  Dry  Goods”  and  “Agricultural  and 
Horticultural  Products  (including  cut  flowers)”.  The  evi¬ 
dence  will  show  that  within  those  classifications,  wearing 
apparel  and  cut  flowers  constituted  the  bulk  of  the  traffic. 
Approximately  50%  of  the  entire  traffic  carried  by  Slick, 
California  Eastern  and  The  Flying  Tigers  from  the  West 
to  the  East  Coast  consisted  of  cut  flowers.  The  evidence 
will  show  that  approximately  60%  of  California  Eastern’s 
traffic  out  of  New  York  was  made  up  of  wearing  apparel. 
On  the  other  hand  these  applicants  have  carried  little 
traffic  in  such  items  as  fresh  fruits,  vegetables,  sea-food, 
livestock,  baby  chicks,  printed  matter,  electronic  equipment 
and  rubber  goods,  to  name  only  some  of  the  products  on 
which  they  originally  relied  for  their  potential.  In  view 
of  the  foregoing  and  other  related  evidence  which  is  avail¬ 
able  it  is  necessary  to  re-examine  the  entire  claims  of  these 
applicants  regarding  available  potential  and  their  ability 
to  develop  it. 

(f)  New  and  additional  evidence  is  available  which 
should  be  received  and  considered  by  the  Board  with  re¬ 
spect  to  the  newly  inaugurated  expedited  rail  express  serv¬ 
ice.  This  new  service  has  a  direct  bearing  on  the  questions 
of  potential  and  rates.  It  cannot  be  assumed  that  such  im¬ 
proved  rail  service  will  not  reduce  air  freight  volumes  and 
potential.  Such  evidence  is  not  a  part  of  the  present  record 
and  must  be  supplied  at  a  further  hearing. 
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6.  New  and  additional  evidence  is  available  which 
should  be  received  and  considered  by  the  Board 

23688  bearing  upon  the  number  of  points  served ,  the 
number  of  shippers  served ,  the  number  of  ship¬ 
ments  handled  and  the  emphasis  on  the  large  volume  and 
long  haul  shipments  as  reflected  by  the  operations  of  appli¬ 
cants  under  exemptions. 

(a)  By  their  applications  most  applicants  proposed 
service  to  large  areas.  They  advanced  certain  claims  as  to 
their  proposed  coverage  from  the  standpoint  of  shippers 
and  they  protested  the  validity  of  the  argument  that  they 
would  “skim  the  cream”  off  the  air  cargo  traffic.  Those 
applicants  which  sought  and  received  authority  to  operate 
as  common  carriers  under  an  exemption  proposed  service 
to  a  number  of  cities.  The  best  evidence  with  respect  to 
these  matters  is  found  in  the  facts  relating  to  the  appli¬ 
cants’  operations  under  exemptions.  That  evidence  points 
up  the  type  of  service  that  they  would  render  under  certifi¬ 
cates.  It  will  show  that  those  applicants  serve  relatively 
few  points ;  that  those  points  are  already  adequately  served 
by  certificated  carriers ;  and  that  the  applicants  serve  only 
a  limited  segment  of  the  shipping  public.  Furthermore,  it 
wall  show  that  the  applicants  are  not  fulfilling  their  original 
claims  and  that  they  are  not  providing  any  new  services 
which  cannot  and  are  not  now  being  adequately  provided 
by  the  certificated  carriers.  That  evidence  is  not  a  part  of 
this  record. 

(b)  Appendix  F  attached  hereto  and  made  a  part  hereof 
contains  evidence  listing  the  points  to  and  from  which 
various  applicants  are  permitted  to  operate  common 
carrier  services  under  their  Letters  of  Registration.  It 
shows  that  Slick  is  authorized  to  serve  26  points  but  serves 
only  11  on  a  regular  basis,  those  points  being  New  York, 
Newark,  Philadelphia,  Detroit,  Chicago,  Dallas,  Fort 

Worth,  San  Antonio,  Houston,  Los  Angeles  and 

23689  San  Francisco.  California  Eastern  operates  regu¬ 
lar  service  only  to  and  from  New  York,  Newark, 
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Cleveland,  Detroit,  Chicago,  St.  Louis,  Denver,  Los 
Angeles,  Oakland  and  San  Francisco.  The  Flying  Tigers 
operate  regular  schedules  only  to  9  of  the  15  points  covered 
by  its  Letter  of  Registration — all  but  Kansas  City  being 
points  also  served  by  Slick  or  California  Eastern.  In  other 
words,  those  three  applicants,  which  have  more  extensive 
operations  than  any  of  the  other  non-certificated  cargo 
carriers,  serve  a  total  of  only  16  cities  on  a  regular  basis. 
All  of  those  points  receive  regularly  scheduled  air  freight 
service  from  certificated  carriers.  These  facts  must  be  re¬ 
ceived  and  considered  before  the  Board  takes  any  action 
which  would  lead  to  the  certification  of  these  parties  as  rec¬ 
ommended  by  the  Examiners.  The  small  number  of  major 
cities  proposed  to  be  served  was  the  ground  on  which  the 
Examiners  recommended  denial  of  one  applicant’s  pro¬ 
posal.  They  said  that  that  proposal  “indicates  a  company 
philosophy  which  was  frequently  described  during  the 
hearing  as  ‘cream  skimming’.”  (Rep.,  p.  314) 

(c)  New  and  additional  evidence  is  available  showing 
that  applicants’  operations  are  confined  to  few  shippers 
and  a  comparatively  small  number  of  shipments.  The  evi¬ 
dence,  on  information  and  belief  will  show,  for  example, 
that  The  Flying  Tigers,  whose  traffic  in  large  part  consists 
of  cut  flowers,  serve  between  only  12  and  15  flower 
shippers.  It  also  will  show  that  the  number  of  shipments  of 
all  kinds  carried  by  the  applicants  is  small,  as  evidenced  by 
the  following  tabulation  relating  to  three  applicants : 

No.  of  Shipments 
(1 Week  of  Oct.  19,  1947) 


Slick  .  1,508 

California  Eastern  .  673 

The  Flying  Tigers  .  313 


23690  Available  and  additional  evidence  which  should 
be  received  and  considered  by  the  Board  reveals 
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the  extent  of  the  applicants’  concentration  upon  large  vol¬ 
ume  and  long  haul  shipments.  Appendix  6  attached  hereto 
and  made  a  part  hereof  contains  evidence  which  shows  that 
during  the  week  of  October  19,  1947,  35.9%  of  Slick’s  and 
45.4%  of  The  Flying  Tigers’  total  tonnage  were  made  up  of 
shipments  weighing  between  1,000  and  5,000  pounds.  29.7% 
of  California  Eastern’s  total  tonnage  consisted  of  ship¬ 
ments  in  the  12,000-15,999-pound  category.  This  evidence 
also  shows  that  approximately  70%  of  the  total  revenue 
ton  miles  of  freight  traffic  carried  by  the  applicants,  during 
the  week  beginning  October  19,  1947,  moved  between  2,000 
and  2,999  miles. 

The  foregoing  further  demonstrates  the  need  for  taking 
advantage  of  evidence  not  now  of  record  but  which  has 
been  developed  as  a  result  of  actual  common  carrier  oper¬ 
ations  conducted  by  these  applicants. 

7.  New  and  additional  evidence  is  available  with  re¬ 
spect  to  the  need  for  and  value  of  demand  service  and  that 
evidence  should  be  received  and  considered  by  the  Board . 

(a)  The  Examiners’  Report  establishes  the  need  for 
additional  evidence  on  this  subject  (Rep.  p.  254).  The 
evidence  will  show  that  applicants  have  had  an  opportunity 
to  experiment  with  the  operation  of  a  demand  service. 
Slick’s  traffic*,  for  example,  provides  for  demand  service  to 
Holtville,  Long  Beach,  Stockton,  Thermal  Visalia,  Mo¬ 
desto,  Salinas,  Oakland,  Fort  Worth,  Indianapolis,  Mil¬ 
waukee,  Peoria,  South  Bend,  Toledo  and  Waterbury.  In¬ 
formation  as  to  the  applicants’  experience  in  the  operation 
of  that  type  of  service  is  not  now  a  part  of  the  record  in 
this  proceeding. 

23691  (b)  At  the  time  of  the  original  hearings  the 

applicants  emphasized  the  demand  service  aspects 
of  their  proposal.  The  Examiners  considered  that  type  of 
service  as  a  feature  favorable  to  certification  of  certain  of 
the  applicants.  Available  evidence  points  to  the  conclu- 
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sion  that  the  demand  services  offered  by  the  applicants 
since  the  close  of  the  hearing,  have  not  met  a  public  need. 
The  evidence,  on  information  and  belief,  will  show  that 
there  has  been  little  call  for  demand  service  offered  by  the 
applicants.  A  witness  for  California  Eastern  in  the  Air 
Freight  Rate  investigation  testified  as  follows  (R.  2187) : 

“Q.  Do  you  serve  any  demand  points? 

“A.  We  have  had  no  call  to.  We  have  some  demand 
points  filed  in  our  tariff. 

“Q.  You  published  a  rate  to  the  demand  points  but 
you  moved  no  shipments  to  them? 

“A.  Not  to  my  knowledge,  no.” 

The  evidence  also  will  show  that  in  fact  and  in  actual 
practice  those  applicants  operating  under  exemptions  have 
failed  to  bear  out  their  own  claims  and  contentions  and  will 
show’  that  the  number  of  demand  points  offered  service  by 
the  applicants  has  been  reduced  as  compared  with  the 
original  coverage.  It  will  also  show’  that  the  applicants’ 
tariff  charges  for  demand  service  are  substantially  in  ex¬ 
cess  of  their  charges  for  services  to  and  from  the  major 
points  to  w’hicli  the  applicants  regularly  operate.  Thus 
Slick,  since  the  inauguration  of  its  common  carrier  oper¬ 
ations  has  reduced  the  number  of  demand  points  which  it 
offered  service  from  152  to  15.  Slick’s  charges  on  the  basis 
of  its  April  21,  1948  tariff  for  a  1,000  pound  shipment  be¬ 
tween  Chicago  and  San  Francisco  is  $139.00  (first-class 
rate).  How’ever,  according  to  its  tariff  the  charge  for  a 
like  shipment  between  Oakland  and  Milwaukee,  both  de¬ 
mand  points,  is  $239.00. 

23692  In  view  of  this  new’  and  additional  evidence 
wiiich  is  available  the  Board  should  permit  further 
hearing  in  order  that  the  claims  made  for  the  demand  type 
of  service  may  be  measured  against  the  applicants’  actual 
experience  and  so  that  this  feature  may  not  be  accorded 
weight  far  beyond  anything  justified  by  the  actualities. 
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8.  New  and  additional  evidence  is  now  available  which 
should  be  received  and  considered  by  the  Board  relating  to 
the  fitness,  willingness  and  ability  of  the  various  appli¬ 
cants. 

While  the  Civil  Aeronautics  Act  does  not  define  fitness, 
willingness  and  ability,  the  Board  has  established  the  fol¬ 
lowing  tests:  (1)  that  the  applicant  possesses  or  can 
create  a  qualified  organization;  (2)  that  it  has  adequate 
capital  or  is  in  a  position  to  raise  capital  economically;  (3) 
that  its  management  is  capable  of  assuring  an  economical 
and  efficient  operation;  (4)  that  it  has  access  to  technical 
knowledge  of  aircraft  operation;  and  (5)  that  it  is  familiar 
with  the  problems  of  common  carrier  transportation. 
Latin  American  Case ,  6  C.  A.  B.  857,  899-900. 

The  new  and  additional  evidence  will  show  that  sub¬ 
sequent  to  the  close  of  the  hearing  in  this  proceeding,  sub¬ 
stantial  changes  have  occurred  in  the  management,  capital 
structure,  operations  and  financial  condition  of  a  number 
of  the  applicants,  including  certain  of  the  applicants  which 
the  Examiners  recommended  for  certificates. 

The  necessity  for  a  further  hearing  under  such  circum¬ 
stances  is  established  by  the  decision  of  the  United  States 
Court  of  Appeals  for  the  District  of  Columbia  in  Braniff 
Airways,  Inc.  v.  Essair,  Inc.,  147  F.  2d  152  (1945).  There, 
changes  in  the  applicant’s  organizational  basis  occurred 
subsequent  to  the  initial  hearing  in  the  case,  and 
23693  upon  petition  for  review,  the  Court  reversed  the 
Board’s  order  awarding  a  certificate  to  the  appli¬ 
cant,  stating  (p.  153) : 

“  *  *  •  The  Board  found  that  Essair  had  made  a 
sufficient  showing  to  entitle  it  to  a  temporary  certifi¬ 
cate  for  an  experimental  period  of  three  years.  In  our 
opinion  the  evidence  which  supported  this  finding, 
when  made,  was  substantial.  But  the  only  evidence  of 
a  proper  organizational  basis  related  to  the  qualifica- 
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tion  of  one  man,  S.  W.  Marshall,  Essair’s  president 
and  majority  stockholder.  In  its  motion  to  the  Board 
for  a  rehearing,  petitioner  alleged  that  none  of  the 
men  who  were  serving  Essair  at  the  time  of  the  hear¬ 
ing  were  any  longer  connected  with  it.  *  *  *  Since 
there  is  no  evidence  that  Essair,  without  Marshall,  has 
a  proper  organizational  basis,  we  think  that  in  denying 
the  motion  for  rehearing  without  opinion  the  Board 
abused  its  discretion.  A  new  hearing  should  be  held 
and  the  present  facts  determined.” 

(b)  United  is  informed,  and  on  the  basis  of  such  infor¬ 
mation  believes,  that  changes  in  financial  condition  since 
the  close  of  the  hearing,  at  least  with  respect  to  certain  of 
the  applicants,  have  been  of  an  adverse  nature  and  put  into 
issue  the  question  whether  the  tests  heretofore  laid  down 
by  the  Board  to  establish  fitness,  willingness  and  ability 
can  be  met.  On  information  and  belief,  the  changes  which 
have  occurred  require  the  reopening  of  this  proceeding  to 
permit  full  investigation  of  changed  conditions  within  each 
organization  including  financial  as  well  as  other  matters. 
The  Examiners  found  that  because  of  bankruptcy,  Lone 
Star  did  not  meet  the  statutory  requirements  such  as 
would  permit  a  finding  of  fitness,  willingness  and  ability 
(Rep.,  p.  311).  On  information  and  belief,  new  and  addi¬ 
tional  evidence  will  show  that  applicants  Flamingo  Air 
Service,  Inc.,1  Air  Borne  Cargo  Lines,  Inc.,2  and  Air 
Cargo  Transport  Corporation3  are  or  have  been  involved 
in  reorganization  proceedings. 

23694  Applicant  Calasia,  so  far  as  is  known,  has  not 
inaugurated  any  air  freight  operations  on  its  own. 
Another  applicant,  U.  S.  Airlines,  which  has  been  recom¬ 
mended  for  certification  by  the  Examiners,  was  operating 

1  U.  S.  Dist.  Court,  Dist.  N.  J. 

2  U.  S.  Dist.  Court,  S.  D.  N.  Y. 

3  U.  S.  Dist.  Court,  S.  D.  N.  Y. 
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at  the  time  of  the  hearing  and  presented  evidence  on  the 
basis  of  being  an  operating  company.  United  is  informed 
and  believes  that  U.  S.  Airlines,  in  about  October  1947,  dis¬ 
continued  its  air  freight  operations  and  has  not  reinstated 
them.  Willis  Air  Service,  another  applicant  recommended 
by  the  Examiners,  has,  on  information  and  belief,  disposed 
of  certain  of  its  aircraft  since  the  close  of  the  hearing  and 
has  materially  curtailed  its  air  freight  operations  during 
the  past  year. 

(c)  There  is  attached  hereto  and  made  a  part  hereof  as 
Appendix  H,  data,  in  condensed  form,  showing  changes  in 
the  financial  condition  and  the  capital  structure  of  several 
applicants.  Data  for  the  period  approximating  the  time  of 
hearing  were  taken  from  the  applicant’s  exhibits  in  this 
proceeding  and  data  for  a  subsequent  period,  in  all  in¬ 
stances,  September  30,  1947,  are  taken  from  Public  Coun¬ 
sel’s  exhibits  in  the  Air  Freight  Rate  Investigation.  The 
data  shown  necessarily  do  not  reflect  present  conditions  but 
serve  to  illustrate  the  need  for  more  evidence  on  this 
subject. 

Based  on  information  contained  in  Appendix  H,  the 
operations  of  various  applicants  have  resulted  in  sub¬ 
stantially  increased  losses  since  the  close  of  the  hearing  in 
this  case.  Slick’s  losses  amounting  to  $652,338  as  of 
October  31,  1946,  had  increased  to  $1,257,025  on  Sep¬ 
tember  30,  1947.  It  is  indicated  that  by  the  end  of  the  year 
they  had  increased  to  $1,305,733.  California  Eastern’s 
losses  increased  from  $158,606  as  of  November  30,  1946  to 
$558,731  on  September  30,  1947.  The  Flying  Tigers’  losses, 
which  amounted  to  $536,563  on  November  30,  1946, 
23695  increased  to  $943,618  by  September  30,  1947.  Air 
Cargo  Transport  Corporation  had  losses  of  $734,- 
427  up  until  November  30,  1946,  and  these  continued  to 
mount  to  $869,186  by  September  30,  1947.  Willis’  balance 
sheet  for  September  30,  1947,  shows  that  its  current  liabil- 
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ities  ($435,070)  exceeded  its  current  assets  ($386,646).  It 
is  believed  that  inquiry  as  to  other  applicants  will  show 
that  they  also  conducted  their  air  freight  operations  at 
substantial  losses. 

On  information  and  belief,  California  Eastern,  subse¬ 
quent  to  the  hearing,  has  employed  three  means  of  obtain¬ 
ing  funds:  (1)  sale  of  stock,  (2)  long  term  loans  secured 
by  mortgages  on  equipment,  and  (3)  pledge  of  its  accounts 
receivable.  On  information  and  belief,  California  Eastern 
in  February  1947,  sold  at  a  private  sale  550,000  shares  of 
stock,  which  after  commissions  resulted  in  cash  funds  of 
approximately  $495,000  (compare  this  with  the  increase  in 
California  Eastern’s  losses  above  referred  to)  its  out¬ 
standing  stock  increased  from  300,000  shares  on  November 
30,  1946,  to  905,000  shares  on  September  30,  1947,  or  more 
than  200%  since  the  close  of  the  hearing;  and  its  stock¬ 
holders  recently  approved  an  increase  in  the  company’s 
authorized  capital  stock  and  a  reduction  in  the  par  value 
thereof  from  $1  to  10  cents  per  share  for  among  others,  the 
purpose  of  raising  working  capital. 

On  information  and  belief,  Slick,  since  the  close  of  the 
hearing,  has  engaged  in  further  financing;  offered  for  sale 
in  March  1947,  $1,500,000  of  ten  year  4%  convertible  in¬ 
come  debentures,  approximately  $1,012,000  of  these  deben¬ 
tures  having  been  sold  as  of  September  30,  1947. 

On  information  and  belief  certain  of  the  applicants  have 
had  under  consideration  from  time  to  time  the  question  of 
merger  including  merger  of  California  Eastern  and  The 
Flying  Tigers, 

23696  (d)  Changes  in  the  financial  condition  and  the 

capital  structure  of  applicants  and  consideration 
of  mergers  raise  sufficient  question  regarding  ability  to 
secure  additional  financing  so  as  to  make  it  imperative  that 
the  Board  reopen  the  case. 
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Financing  has  become  increasingly  difficult  for  even  es¬ 
tablished  and  nationally  known  concerns.  In  Business 
Week,  for  December  20,  1947,  page  19,  it  is  stated: 

“The  businessmen  and  the  investment  bankers  agree 
on  one  thing :  At  the  bottom  of  the  trouble  is  the  sickly 
stock  market.  Since  the  stock  prices  tumbled  in  Sep¬ 
tember  1946,  investors  have  taken  a  sour  view  of  all 
equity  issues.  The  price  tags  on  seasoned  stocks  make 
it  obvious  that  any  new  issue  would  have  to  be  offered 
at  a  sacrifice  price  to  move  at  all.” 

A  fair  reading  of  the  Examiners’  report  will  disclose 
that  the  financial  success  of  the  “experiment”  would  be 
surrounded  by  considerable  doubt.  The  Examiners  state: 
(Rep.,  p.  264) 

“The  possibility  that  the  experiment  will  result  in 
a  division  of  cargo  traffic  between  the  all-property 
carriers  and  the  multiple-service  carriers,  which  will 
not  permit  economic  operations  by  either  type  of 
carrier,  must  be  recognized.” 

The  Board  is  no  doubt  aware  of  the  difficulties  being  ex¬ 
perienced  by  the  presently  certificated  carriers  in  securing 
additional  financing,  even  though  those  carriers  hold  cer¬ 
tificates  authorizing  the  transportation  of  persons,  prop¬ 
erty  and  mail.  It  must  be  apparent  therefore  that  evidence 
of  the  current  financial  condition  of  the  applicants  and  the 
results  of  operations  to  date  must  be  thoroughly  investi¬ 
gated  and  made  a  part  of  the  record  before  any  decision 
can  be  made  as  to  whether  they  can  raise  additional  capital 
economically. 

9.  New  and  additional  evidence  is  available  which 
should  be  received  and  considered  by  the  Board 
23697  relating  to  the  changes  in  management  which  have 
occurred  with  respect  to  applicants  since  the  close 
of  the  hearing . 
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Attached  hereto  and  made  a  part  hereof  as  Appendix  I 
is  a  list  of  changes  which,  on  information  and  belief,  have 
occurred  in  the  management  of  several  of  the  applicants 
between  the  time  of  the  hearing  and  the  present.  This  list 
is  not  meant  to  represent  all  of  the  changes  but  sufficient 
is  shown  to  establish  that  further  evidence  should  be  re¬ 
ceived  in  order  that  proper  and  sufficient  findings  may  be 
made. 

On  information  and  belief  California  Eastern  has  three 
new  officers  and  three  new  directors.  At  the  time  of  the 
hearing  Mr.  J.  J.  O’Brien,  a  man  with  airline  operating 
experience,  was  president  of  the  company  and  appeared  as 
a  witness  but  is  no  longer  employed  by  it.  On  information 
and  belief  Mr.  Andre  de  Saint  Phalle,  who  is  a  member  of 
a  New  York  investment  firm  is  now  president.  The  extent 
of  his  airline  experience  is  not  shown  by  the  record.  Mr. 
Allan  A.  Barrie,  formerly  Vice-President-Operations  of 
California  Eastern,  with  long  experience  in  aviation  and  a 
witness  in  the  case,  is  no  longer  -with  that  company.  Evi¬ 
dence  as  to  the  citizenship  of  the  new  members  is  not  con¬ 
tained  in  the  record.  Furthermore,  in  view  of  the  increased 
amount  of  stock  issued  by  California  Eastern  the  record 
is  no  longer  current  as  to  the  citizenship  of  the  stock¬ 
holders. 

Numerous  changes  have  occurred  in  the  make-up  of  the 
officers  and  directors  of  U.  S.  Airlines,  Inc.  T.  N.  Law  and 
D.  G.  Bash,  officers  and  directors  at  the  time  of  the  hearing, 
no  longer  hold  those  positions.  U.  S.  Airlines  has  retained 
only  one  of  the  directors  which  it  had  at  the  time  of  the 
hearing.  On  information  and  belief,  four  of  the  six  present 
directors  of  U.  S.  Airlines,  Inc.  are  members  of  investment 
concerns.  The  record  does  not  contain  accurate 
23698  information  as  to  the  citizenship  of  the  present 
officers  and  directors. 

Conclusion 

United  submits  that  the  foregoing  establishes  conclu¬ 
sively  that  as  a  matter  of  law’  as  well  as  a  matter  of  dis- 
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cretion  the  record  in  this  case  must  be  reopened  to  permit 
receipt  of  new  evidence  bearing  on  the  issues  in  this  pro¬ 
ceeding.  The  grant  of  such  belief  is  in  the  public  interest 
and  will  result  in  the  Board  being  informed  on  facts  which 
it  must  have  before  it  in  order  to  decide  this  most  impor¬ 
tant  case. 

Wherefore  United  Air  Lines,  Inc.  respectfully  requests 
that  the  Board  enter  its  order  reopening  this  case  and 
setting  it  for  further  hearing  before  an  Examiner  or 
Examiners  of  the  Board  to  receive  the  new  and  available 
evidence  with  respect  to  the  matters  herinabove  set  forth 
and  with  respect  to  any  other  matters  pertaining  to  the 
issues  and  about  which  the  Board  may  deem  additional 
evidence  is  required;  and  for  such  other  and  further  relief 
as  to  the  Board  may  seem  just  and  proper. 

Respectfully  submitted, 

United  Air  Lines,  Inc. 

By  (Signed)  R.  W.  Ireland 

Vice  President-Administration 
United  Air  Lines,  Inc. 

April  22,  1948 

23699  APPENDIX  A 

Operating  Results  of  Certificated 
Carriers  During  1947 

Net  Profit  or  (Loss) 


After  Taxes 

American  Airlines — loss  .  $(2,962,776.) 

Braniff— loss  .  (1,148,762.) 

Chicago  &  Southern — loss  .  (799,865.) 

Colonial — loss  .  (957,712.) 

Continental — profit  .  100,458. 

Delta — loss  .  (475,280.) 

Eastern — profit .  1,259,196. 
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Inland — profit  .  30,115.* 

Mid-Continent — profit  .  113,731.* 

National — loss  . - .  (865,302.) 

Northeast — loss  .  (797,815.)* 

Northwest — loss  .  (1,141,340.) 

PC  A— loss  .  (3,941,635.)* 

TWA— loss  .  (8,079,761.) 

United — loss  .  (3,774,366.) 

Western — loss  .  (945,000.) 


Total  net  loss .  $24,386,114. 


Data  for  12-month  period  ending  September  30,  1947.  In  all  other  in¬ 
stances,  data  is  for  the  year  1947. 
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Load  Factors  on 
January 

United’s  All-Cargo  Plane  Service 
1947  through  January  1948 

Month  Type  of  Equipment 

Load  Factor 

January  1947 

DC -4 

26.94$ 

DC -3 

42.91 

February  1947 

DC-4 

23.70 

DC -3 

43.34 

March  1947 

DC -4 

38.69 

• 

DC -3 

45.12 

April  1947 

DC -4 

42.01 

DC -3 

46.37 

May  1947 

DC -4 

45.60 

DC -3 

46.77 

June  1947 

DC -4 

32.05 

DC -3 

40.05 

July  1947 

DC -4 

32.86 

DC -3 

31.65 

August  1947 

DC -4 

26.39 

DC -3 

49.51 

September  1947 

DC -4 

26.71 

DC -3 

64.87 

October  1947 

DC-4 

48.29 

DC -3 

69.42 

November  1947 

DC -4 

56.07 

DC -3 

81.87 

December  1947 

DC -4 

58.21 

DC -3 

75.00 

January  1948 

DC -4 

58.54 

DC -3 

70.97 

Source : 


United  Air  Lines  Company  Records 
(Plight  and  Load  Statistics) 
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APPENDIX  D 

Comparison  of  Non-Certlf icatcd  Carriers  Forecasts  of  Revenues, 
Expenses  and  Revenue  Ton  Miles  With  1st.  9  Mos.  of  1947  Actual 

_  Exoerience  _ 


THE  FLYING  TIGERS 


•  ISt'  Mi 

1947  Actual (9  Mos.) 

Amount  i 

Per  R.T.M. 

REVENUE  $  5,204,160  1/ 

15.00  $  524,461  5/ 

15.03  3/ 

EXPENSE  4,791,756  1/ 

11.97  961,114  3/ 

27.55  3/ 

REVENUE 

ACTUAL 

TON  MILES  40,052,000  2/ 

REVENUE 

FORECAST 

TON  MILES 

CARRIED  5,486,700 


CALIFORNIA  EASTERN  AIRWAYS 


1946  Estimate 

lyrTActual  T9"H6s.J 

Amount 

£  Per  R.T.M.  Amount 

jC  Per  R.T.M. 

REVENUE 

$4,007,437  y 

12.00 

$1,006,165  3/ 

13.09  3/ 

EXPENSE 

3,876,591  4/ 

11.61 

1,288,966  5/ 

16.77  3/ 

REVENUE  55,595,510  4/ 
TON  MILES 

FORECAST 

ACTUAL 
REVENUE 
TON  MILES 
CARRIED 

7,685,621 

SLICK  AIRWAYS. INC. 

1st  Yr.  Estimate  * 

1947  Actual 

Amount 

t  per  R.T.M.  Amount 

t  ?er  R.T.M. 

REVENUE 

$10,907,200  5/ 

12.50 

$1,981,983  3/ 

13.00  3/ 

EXPENSE 

10,255,500  6/ 

11.75 

2,380,672  3/ 

15.61  3/ 

REVENUE  87,257,800  5/ 
TON  MILES 

FORECAST 

ACTUAL 

REVENUE 

TON  MILES 
CARRIED 

15,252,57 6 

1/  Exhibit  Book  -  Flying  Tigers  -  Docket  810  Exhibit  151-pg.l  of  1 
£/  "  rt  "  "  "  112-pg.l  of  1 

J /  Exhibit  Book  I. A. F. A --Docket  1705  Exhibit  5.4  -  pg.l  of  5 

2T/  Exhibit  Book  -  C -E -A. -Docket  810  Exhibit  612 

5V  Exhibit  Book  -  Slick  Air  -  Docket  810  -  Exhibit  42A  -  pg.296 

6/  Exhibit  Book  -  Slick  Air  -  Docket  810  -  Exhibit  45D  -  pg.  507 

*  Assumes  operation  of  50  C-46  airplanes. 


NON-CERTIFICATED  CAHRIER3  Appondlx 

DISTRIBUTION  OF  REVENUE  TON-MILES  CARRIED  -  BY  TYPE  OF  COMMODITY 
_ Week  Beginning  October  19.  1947 >  .  .  ^  . 

California-Eastern  Flying  Tlgere  Air  Cargo  Transport  ELI Lift 
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APPENDIX  F 

Comparison  of  Points  Authorized  and  Points  Served  by 
Certain  Applicants  Under  Letters  of  Registration 


SLICK  AIRWAYS,  INC, 


Points  Authorized  for  Service 


Points  Regularly  Served 


Burbank,  Cal, 
Chicago,  Ill. 
Dallas,  Texas 
Detroit,  Mich, 

Port  Worth,  Texas 
Holtville,  Cal. 
Houston,  Texas 
Indianapolis,  Ind. 
Long  Beach,  Cal. 
Milwaukee,  WIs. 
Modesto,  Cal. 
Newark,  N.J. 

New  York,  N.Y. 


Oakland,  Cal. 
Peoria,  Ill. 
Philadelphia,  Pa* 
Salinas,  Cal. 

San  Antonio,  Texas 
San  Francisco,  Cal* 
South  3end,  Ind. 
Stockton,  Cal. 
St.Louis,  Mo. 
Thermal,  Cal. 
Toledo^.  Ohio 
Waterbury,  Conn. 
Visalia,  Cal. 


Burbank,  Cal. 
Chicago ,  Ill* 
Dallas,  Texas 
Detroit,  Mich. 

5brt  Worth,  Texas 
Houston,  Texas 
Phi lad  e lph ia ,  Pa . 
Newark,  N.J. 

New  York,  N.Y. 

San  Antonio,  Texas' 
San  Francisco,  Cal. 


U.  S.  AIRLINES 

Atlanta,  Ga.  Leesburg,  Fla.  .  None 

Baltimore,  Md.  Los  Angeles,  Cal. 

Boston,  Mass.  Miami,  Fla. 

Chicago,  Ill.  Milwaukee,  Wis. 

Cincinnati,  Ohio  Newark,  N.J. 

Dallas,  Texas,  New  York,  N.Y. 

Dayton,  Ohio  New  Orleans,  La. 

Deland,  Fla.  Philadelphia,  Pa. 

Detroit,  Mich.  San  Antonio,  Texas 

Fort  Myers,  Fla.  Sarasota,  Fla. 

Fort  Pierce,  Fla.  St.Louis,  Mo. 

Hartford,  Conn.  St,  Petersburg,  Fla. 

Houston,  Texas.  TIfton,  Ga. 

Indianapolis,  Ind.  Washington,  D.C. 

Jacksonville,  Fla.  Valdosta,  Ga. 

Ian  tana,  Fla. 


THE  FLYING  TIGERS 

Allentown,  Pa.  Los  Angeles,  Cal. 

Chicago,  Ill.  Oklahoma  City,  Okla. 

Cleveland,  Ohio  New  York,  N.Y. 

Dallas,  Texas  Philadelphia,  Pa. 

Dayton,  Ohio  San  Francisco,  Cal. 

Detroit,  Mich.  Seattle,  Wash. 

Kansas  City,  Mo.  St.  Louis,  Mo. 

Teterboro,  N.J. 


Chicago,  Ill. 
Cleveland,  Ohio 
Detroit,  Mich. 
Kansas  City,  Iio. 

Los  Angeles,  Cal. 
New  York,  N.Y. 
Philadelphia,  Pa. 
San  Francisco,  Cal. 
Teterboro,  N.J. 
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APPENDIX  H 


CONDENSED  3AIANCS  SHEETS  OF  CERTAIN  APPLICANTS  FOR 
DATES  35 FORE  AMD  DATES  AFTER  HEARING  IN  THIS  CASS. 


CALIFORNIA  EASTERN 


November  30, 

1946* 

September  30 

,  1947 

ASSETS 

ASSETS 

Current  Assets  . ... 

.$177,407. 

Current  Assets 

'■.321,738. 

Op.  Prop.  &  Equip.. 

.  437,208. 

Investments  & 

Def.  Charges  ...... 

.  34,877. 

Special  Funds 

2,076. 

Op. Prop.  &  Equip!  \ 

448,211. 

TOTAL  ASSETS  . 

.'649,492. 

Def,  Charges 

48,041. 

Cap.  Stock  Disc.  ( 

h  Expenses  . 

111,432. 

TOTAL  ASSETS 

$931,547. 

LIABILITIES 

LIAS I LIT 

ITS 

Current  Liabilities 

.$146,305. 

Current  Liabilities. 

.$213,949. 

Long-Term  Debt  .... 

.  307,250. 

Long-Term  Debt . 

..238,750. 

Op.  Reserves  . 

.  54,624. 

Def.  Credits  . 

..  42. 

Cap. Stock  . 

.  300,000. 

Op.  Reserves  , 

..132,537. 

Surplus  . 

.(158,606.) 

Cap.  Stock  . 

..905,000. 

Stock  expense  . 

tx> 

o 

• 

Surplus  . 

.(558.731.) 

TOTAL  LIABILITIES 

$649,492 

TOTAL  LIABILITIES 

$931,547. 

*  Suppl.  Ex.  C  E  A-104.1 
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SLICK  AIRWAYS,  INC.' 


October  31,  1946 


September  30 ,  1947 


ASSETS 


ASSETS 


Current  Assets  $634,863  Current  Assets  $1,026,762 

Property  end  Equipment  735,268  Op.  ?rop.&  Equip.  685,727 

Other  A3 sets  and  Deferred  Charges  99,925 

Deferred  Charges  58,252  Cap.  Stock  Disc.  & 

Expense  18,453 


TOTAL  ASSETS  $1,428,383 

TOTAL  ASSETS  $1,830,867 


LIABILITIES 


LIABILITIES 


Current  Liabilities 
Capital  Stock 
Surplus 

TOTAL  LIABILITIES 


$  322,591  Current  Liabilities 

1,758,130  Long  Term  Debt 
(652,338)  Deferred  Credits 
Capital  Stock 
1,428,383  Surplus 


$  307,243 
1,012,000 
10,519 
1,758,130 
(1,257,025) 


TOTAL  LIABILITIES  $1,830,867 


•  EX  SA  55,  P-  1 


703 


23712  United  Petition  to  Reopen 


THE  FLYING  TIGER  LINE 


November  30,  1946  * 


September  30,  1947 


ASSETS 


ASSETS 


Current  Assets 
Inv.  in  tc  advances 
to  affiliates 
Fixed  Assets  -  Net 
Doferred  Charges 


$  939,^75 

21,997 

1,009,551 

67,463 


TOTAL  ASSETS  $2  , 058 , 486 


Current  Assets 
Op.  Prop.  &  Equip. 
Deferred  Charges 


$  929,100 
908,840 
72,143 


TOTAL  ASSETS  $1,910,083 


LIABILITIES 


LIABILITIES 


Current  Liabilities 
Capital  Stock  & 
Surplus 
Surplus 


$  231,410 

2,363,639 

-1336^63) 


TOTAL  LIABILITIES  $2,058,486 


Current  Liabilities 
Op.  Reserves 
Capital  Stock 
Capital  Surplus 
Surplus 

TOTAL  LIABILITIES 


$  380,149 
109,913 
726,000 
1,637,639 
(943,616) 

$1,910,083 


•  EX  NSF-36A,  p.  1 


available 

I  bound  volumo 
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WILLIS  AIR  SERVICE,  INC 


October  31 >  1946* 
ASSETS 


Current  Assets 
Fixed  Assets 
prepaid  rental  on 
I  leased  aircraft 
Deferred  Charges 


$292,100 

197,481 


2,833 

36,473 


TOTAL  ASSETS 


$528,887 


LIABILITIES 


Current  Liabilities  $269,425 
Notes  payable,  with 
maturities  In  excess 


of  one  year 
Reserve  for  aircraft 
engine  repairs  - 
major  overhaul 
Capital  Stock 
Surplus 

Excess  of  insurance 
coverage  above  cost 
on  aircraft 


60,681 


12,333 

184,690 

(55,254) 


57,012 


TOTAL  LIABILITIES  $528,887 


•  EX  WAS  p.  24  (Rev.) 


September  30,  1947 
ASSETS 


Current  Assets 
Investments  &  Special 
Funds 

Op.  Prop.  &  Equip. 
Deferred  Charges 


$386,647 

17,198 


144,337 

73,172 


TOTAL  ASSETS 


$621,354 


LIABILITIES 


Current  Liabilities 
Long-Term  Debt 
Deferred  Credits 
Op.  Reserves 
Capital  Stock 
Surplus 


$435,070 

3,306 

30 

12,500 

198,220 

(27,772) 


TOTAL  LIABILITIES  $621,354 
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CHANGES  ITS 


At  Time  of  Hea 
Officers 


J.  J.  O'Brien,  Pres 
V.  J.  Hoelle,  Vice 
Thornton  Howell,  Se 


Director 


J.  J.  O'Brien 
V.  J.  Hoelle 
Thornton  Howell 
H.  W.  Borintraeger 
Grant  Anderson 
Alvin  P.  Adams 


(Exhibit  CEA  102) 


At  Time  of  Heai 


Off leer s  I 


Harry  R.  Play ford, 

T.  N.  Law,  Vice  Presl 
D.  G.  Bash,  Secretarl 
J.  D.  Rains,  Assists! 

4sslst«| 


Directors 


Harry  R.  Play ford 
T.  N.  Law 
D.  G.  Bash 
W.  S.  Howell 
J.  D.  Freeman 


(Exhibits  U.S.-5) 


BEST  COPY  AVAILABLE 
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APPENDU  I 


CHANGES  IN  OFFICERS  AND  DIRECTORS  OF  CERTAIN  APPLICANTS  j 
California-Eastern 

At  Time  of  Hearing  At  Present  Time 


Officers 

J.  J.  O’Brien,  President 
V.  J.  Hoelle,  Vice  President 
Thornton  Hovell,  Secretary-Treasurer 


Directors 

J.  J.  O’Brien 
W.  J.  Hoelle 
Thornton  Howell 
H.  V.  Borlntraeger 
Grant  Anderson 
Alvin  P.  Adams 

(Exhibit  CEA  102)  . 


Officers 

Andre  de  Srlnt-Phalle,  President 
V.  J.  Hoelle,  Vice  President 
George  Haney,  Vice  President 
H.P.  Johnson, Secretary-Treasurer 

Directors 

Andre  de  Srlnt-Phalle* 

Grant  Anderson 
H.  V.  Borlntraeger 
V.  K.  Cunningham 
V.  J.  Hoelle 
Thornton  Howell 
Hugh  V.  Long 
J.  J.  O’Brien 

*  Partner  In  Investment  concern 


U.  S.  Airlines, Inc. 


A*  9f  Swing 


At  present  Time 


Officers 

Harry  R.  Play ford.  President 
T.  N.  Law,  Vice  President 
D.  G.  Bash,  Secretary -Treasurer 
J.  D.  Rains,  Assistant  Secretary- 
assistant  Treasurer 


Directors 

Harry  R.  Play ford 
T.  N.  Law 
D.  G.  Bash 
W.  S.  Howell 
J.  D.  Freeman 


(Exhibits  U.S.-5) 


Officers 

Harry  R.  Playford,  President! 

V.  3.  MclXiffee,  Vice  President 
and  General  Manager 
J.  D.  Rains,  Socretary- Treasurer 
B.  J.  Masterson,  Ass t. Secretary - 
Treasurer 

Directors  | 

Harry  R.  Playford 
R.  H.  Johnson  * 

Hugh  D.  Carter,  Jr.,* 

George  M.  McCleary  ♦ 

V.  B.  Haggerty 
J.  C.  Bradford  * 

♦  Partners  In  Investment  concerns. 
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Sllcic  Airways,  Inc, 


At  Time  of  Hearing 
Officers 

Earl  F.  Slick,  President 
S.  C.  Dunlap,  III,  Executive 
Vice  president 
L.  J.  Moorman,  Jr.,  Vice 
President-Secretary 
V.  B-I^ngmore,Vlce- President 
Sales 

Charles  p.  Urschel,  Jr.,  Vice 
president 

Edgar  R.  Skinner,  Treasurer 


At  Present  Tine 
Officers 

Earl  F.  Slick,  president 
L.  J.  Moorman,  Jr. ,•  Executive 
Vice  President 
V.  J.  Rogers,  Vice  president 
V.  B . Langma*o,V Ice  president  and 
Treasurer 

C.  P.  Graddlck,  Vice  President- 
Sales  and  Traffic 
Joseph  F.  Grant,  Secretary 


Directors 


Earl  P.  Slick 

S.  C.  Dunlap,  III 
L.  J-  Moorman,  Jr. 

V.  3-  Langmore 
Charles  F.  Urschel,  Jr., 
Charles  F.  Urschel 
Arthur  F.  Seellgson 

T. .  B.  Slick 


Directors 


Earl  F.  Slick 
L.  J.  Moorman,  Jr. 
V.  B.  Langmore 

B.  Allison  Gillies 
Samuel  R.  Mllbank 

C.  F.  Urschel,  Jr., 
C.  F.  Urschel 

T.  3.  Slick 


(Exhibit  SA  2^-A) 
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Petition  of  Eastern  Air  Lines,  Inc.,  to  Reopen 
Record  for  Receipt  of  Further  Evidence 

Motion  for  Civil  Aeronautics  Board  to  Prescribe 
The  Form  of  Reports  for  Non-Certificated 
Cargo  Carriers 

Motion  of  Eastern  Air  Lines,  Inc.,  to  Postpone 
Further  Procedural  Steps  Until  Essential 
Evidence  is  Available 

Comes  now  Eastern  Air  Lines,  Inc.  (“Eastern”)  and  re¬ 
spectfully  petitions  the  Civil  Aeronautics  Board  (“the 
Board”)  to  reopen  the  above-styled  proceeding  for  further 
hearing  to  receive  essential  evidence,  and  moves  that  the 
Board  prescribe  the  form  of  certain  reports  contemplated 
by  Section  292.5  of  the  Board’s  Economic  Regulations  to  be 
filed  by  non-certificated  cargo  carriers  (several  of  which  are 
applicants  in  this  proceeding),  and  that  further  procedural 
steps  in  this  proceeding  be  postponed  until  the  Board  and 
the  parties  have  available  to  them  for  briefing,  argument 
and  consideration  essential  evidence  without  which,  as  will 
be  shown  below,  a  proper  determination  of  the  issues  of 
this  proceeding  cannot  be  made;  and  in  support  of  its 
petition  and  motions  Eastern  respectfully  shows: 

23750  I 

United  Air  Lines,  Inc.  (“United”)  under  date  of 
April  22,  1948  has  filed  a  petition  to  reopen  the  record  and 
for  further  hearing  in  this  proceeding  to  receive  evidence 
of  new  and  highly  pertinent  facts  arising  subsequent  to 
the  original  hearing.  In  that  petition  United  ably  and  con¬ 
vincingly  sets  forth  the  radically  changed  circumstances 
in  the  Nation’s  air  freight  industry  since  this  case  was 
heard  (November- January,  1946-1947)  and  the  Examiner’s 
Report  issued  (March  12,  1948).  United’s  petition  sets 


available 

al  bound  volum* 
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forth  many  facts,  not  of  record  in  this  proceeding,  without 
knowledge  of  which  the  Board  could  not  properly  proceed 
to  a  decision  in  this  proceeding.  The  facts  set  forth  in 
United’s  petition  should  be  of  record  so  that  the  parties 
may  properly  call  them  to  the  attention  of  the  Board  in 
brief  and  in  oral  argument.  Eastern  supports  the  prayers 
of  United’s  petition  and  incorporates  the  allegations  made 
therein  by  reference  in  this  petition. 

II 

On  information  and  belief  Eastern  avers  that,  since  the 
date  of  the  hearing  in  this  proceeding,  the  situation  in  the 
air  freight  field  has  changed  even  more  radically  in  the 
territory’  served  by  Eastern  than  in  other  sections  of  the 
country.  On  information  and  belief  Eastern  avers  that 
services  by  property-only  carriers  in  the  territory  served 
by  Eastern  have  so  disintegrated  since  the  date  of  the 
hearing  in  this  proceeding  as  to  be  practically  non-existent 
at  the  present  time. 

ni 

On  information  and  belief  Eastern  avers  that  of  the 
several  applicants  in  this  proceeding  who  seek  property- 
only  certificates  in  the  territory  served  by  Eastern,  and 
which  are  holders  of  letters  of  registration  entitling  them 
presently  to  conduct  such  services  on  a  common 
carrier  basis,  including  Air  Cargo  Transport  Corporation 
(“ACT”),  Flamingo  Air  Service  (“Flamingo”),  Globe 
Freight  Airline,  Inc.  (“Globe”),  Slick  Airways,  Inc. 
(“Slick”),  U.  S.  Airlines,  Inc.  (“U.  S.”),  and  Willis  Air 
Service,  Inc.  (“Willis”),  only  two,  Willis  and  Slick,  now 
provide  any  service  in  such  territory,  those  services  being 
a  sporadic  operation  between  New  York  and  Miami 
23751  by  Willis,  and  a  circuitous  and  highly  unprofitable 
service  by  Slick  between  Texas  and  New  York 
through  Chicago. 
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TV 

On  information  and  belief  Eastern  avers  that  U.  S.  has 
totally  suspended  operations  for  lack  of  sufficient  traffic 
to  support  its  property-only  services,  although  it  holds  a 
letter  of  registration  to  serve  on  a  common  carrier  basis 
such  important  cities  as  Baltimore,  Boston,  Hartford, 
Newark,  New  York,  Philadelphia,  Washington,  Chicago, 
Cincinnati,  Dayton,  Detroit,  Indianapolis,  Milwaukee,  St. 
Louis,  Atlanta,  Ft.  Myers,  Jacksonville,  Miami,  St.  Peters¬ 
burg,  Sarasota,  Valdosta,  New  Orleans,  Houston,  San  An¬ 
tonio  and  Los  Angeles. 

V 

On  information  and  belief  Eastern  avers  that  Globe  has 
totally  suspended  operations  for  lack  of  sufficient  traffic  to 
support  its  property-only  services  although  it  holds  a 
letter  of  registration  to  serve  on  a  common  carrier  basis 
such  important  cities  as  Boston,  Hartford,  New  York, 
Philadelphia,  Baltimore,  Richmond,  Charlotte,  Atlanta, 
Birmingham  and  New  Orleans. 

VI 

On  information  and  belief  Eastern  avers  that  Willis  has 
been  forced  to  discontinue  north-south  property-only  ser¬ 
vices  for  such  cities  as  Boston,  Chicago,  Cleveland,  Indian¬ 
apolis,  Jacksonville,  Milwaukee,  New  Bedford,  Philadel¬ 
phia,  Providence,  Tampa  and  Washington  for  lack  of 
sufficient  patronage  to  support  its  property-only  service. 

VII 

Eastern  avers  on  information  and  belief  that  north-south 
services  by  ACT  and  Flamingo  are  practically  non-existent. 
In  the  Air  Freight  Rate  Proceeding ,  Docket  1705  et  al.9 
R.  W.  Gilbert,  Director  of  Sales  for  Willis,  in  early  1948 
testified  (Tr.  2244) : 
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“Q.  Would  you  say  that  Flamingo  or  ACT  are 
offering — do  you  know  whether  Flamingo  and  ACT  are 
offering  schedules  between  Florida  and  New  York  on 
any  regular  basis? 

“A.  I  wouldn’t  be  prepared  to  say  that. 
23752  “Q.  In  your  development  of  vour  Florida 

business,  have  you  been  exposed  to  situations 
in  which  it  would  be  likely  that  you  would  run  across 
such  information? 

“A.  Yes. 

•  •  •  *  • 

“Q.  You  are  in  a  position  in  the  development  of 
your  Florida  business  and  your  business  in  the  east¬ 
ern  half  of  the  United  States  to  know  what  competitive 
rates  in  particular  are  offered  between  cities  in  the 
eastern  half  of  the  United  States,  are  you  not? 

“A.  That  is  right.” 

VIII 

The  cargo  services  of  the  certificated  air  carriers  in  the 
territory  served  by  Eastern  have  been  substantially  ex¬ 
panded  since  the  date  of  the  hearing  in  this  proceeding  and 
are  being  expanded  even  further.  Eastern,  for  example, 
presently  provides  all-cargo  service  for  12  cities  in  the 
eastern  part  of  the  United  States,  or  more  than  are  served 
by  any  presently  non-certificated  carrier  who  is  an  appli¬ 
cant  in  this  proceeding.  As  of  the  week  of  October  19,  1947, 
Eastern  carried  a  greater  number  of  shipments  than  was 
carried  by  any  applicant  in  this  proceeding.  Eastern  also 
has  recently  committed  a  substantial  additional  number  of 
DC-4  aircraft  to  all-cargo  service.  The  cargo  services 
offered  by  the  other  certificated  air  carriers  serving  the 
same  territory  as  Eastern  have  also  been  greatly  expanded. 

IX 

The  need  for  further  hearing,  at  which  the  intervenors 
will  have  an  opportunity  to  cross-examine  the  applicants 
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as  to  the  reasons  underlying  their  abandonment  of  service 
as  hereinabove  set  out,  is  indicated  by  the  attempts  of  cer¬ 
tain  of  the  applicants  publicly  to  attribute  that  situation  to 
the  existence  of  an  alleged  “rate  war”  (see,  for  example, 
the  statements  of  U.  S.  in  the  “ American  Aviation  Daily” 
of  March  5,  1948,  the  statement  of  Globe,  by  its  attorney, 
in  a  letter  to  Examiner  Herbert  K.  Bryan,  dated  Novem¬ 
ber  20,  1947,  in  the  Air  Freight  Rate  case,  and  the  testi¬ 
mony  of  Willis’  Director  of  Sales,  in  the  Air  Freight  Rate 
case  (Tr.  2295). 

23753  The  operations  of  each  of  these  applicants,  prior 
to  the  issuance  of  Section  292.5  of  the  Board’s 
Economic  Regulations,  were  primarily  in  the  territory 
served  by  Eastern.  At  no  time  either  before  or  after  the 
issuance  of  Section  292.5  has  any  “rate  war”  existed  in 
the  territory  served  by  Eastern. 

The  statements  of  the  applicants  that  their  poor  opera¬ 
ting  results  have  been  due  to  a  “rate  war”  in  the  area 
served  by  them  are  therefore  totally  without  support  in 
fact,  and  Eastern  and  the  other  intervenors  should  be  af¬ 
forded  an  opportunity  to  discredit  those  allegations  before 
they  are  urged  upon  the  Board  in  brief  and  oral  argument 
in  this  proceeding. 

X 

It  is  believed  that  the  applicants  will  seek,  and  have 
sought,  to  conceal  from  the  Board  and  its  staff  the  extent 
of  the  financial  and  economic  debacle  of  their  property- 
only  operations.  The  answer  of  Slick  to  United’s  petition 
to  reopen  the  record  and  for  further  hearing  is  the  most 
recent  attempt  by  the  applicants  in  this  proceeding  to 
stampede  the  Board  into  hasty  action.  Slick  and  the  other 
applicants  undoubtedly  reason  that  if  they  can  prevent 
the  Board  from  examining  and  analyzing  the  results  of  its 
experiment  with  property-only  services  under  Section  292.5 
of  its  Economic  Regulations,  their  chances  to  secure  cer¬ 
tificates  will  be  enhanced,  at  least  so  far  as  the  territory 
served  by  Eastern  is  concerned. 
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XI 

In  its  aforesaid  answer,  Slick  seeks  to  hide  the  fact  that 
its  purpose  actually  is  to  deprive  the  Board  and  the  par¬ 
ties  of  access  to  relevant,  material  and  damaging  (to  the 
applicants)  evidence.  Slick  says: 

“Suffice  it  to  say  here,  that  the  Respondent  emphati¬ 
cally  denies  the  existence  of  any  new  or  additional 
evidence  of  material  character  that  is  not  already  be¬ 
fore  the  Board  or  properly  available  to  it  without  any 
further  hearing  or  other  delay. 

“3.  To  be  more  specific,  the  stipulation  of  the  par¬ 
ties  in  this  proceeding  contains  all  the  usual  provi¬ 
sions  for  keeping  this  record  up-to-date,  including  in¬ 
corporation  of  Form  41  reports  of  the  passenger  car¬ 
riers,  plus  supplemental  reports  of  the  applicants,  in¬ 
cluding  this  Resondent’s  monthly  Balance  Sheets,  Pro¬ 
fit  and  Loss  Statements  and  Analyses  of  Operating 
Expenses,  and  monthly  Flight  and  Traffic  statistics. 

“4.  Besides,  if  need  be,  the  Board  can  very  properly 
avail  itself  of  any  of  its  own  records  on  such  related 
proceedings  as  the  Freight  Forwarder  Case  (Docket 
No.  681,  et  al.)  and  the  more  recent  Air  Freight  Rate 
Case  (Docket  No.  1705,  et  al.).” 

23754  The  sources  referred  to  by  Slick  cannot  over¬ 
come  the  deficiency  of  essential  evidence  in  this 
proceeding  for  at  least  two  reasons: 

1.  The  applicants  have  been,  and  are,  in  default  in  fur¬ 
nishing  the  reports  they  agreed  to  furnish;  and 

2.  The  record  in  the  Air  Freight  Rate  case,  Docket  1705 
et  al.,  was  addressed  to  the  question  of  rate  making  princi¬ 
ples  and  not  to  questions  of  public  convenience  and  neces¬ 
sity,  and,  therefore,  can  not,  and  does  not,  include  most  of 
the  essential  evidence  hereinabove  described  showing  the 
lack  of  public  need  for  the  appicants’  proposals. 
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It  is  to  be  noted  that  although  Slick  states  in  its  an¬ 
swer  that  "the  stipulation  of  the  parties  in  this  proceeding 
contains  all  the  usual  provisions  for  keeping  this  record 
up-to-date,  including  incorporation  of  Form  41  reports  of 
the  passenger  carriers,  supplemented  reports  of  the  appli¬ 
cants,  including  this  Respondent’s  monthly  Balance  Sheets, 
Profit  and  loss  Statements  and  Analyses  of  Operating  Ex¬ 
penses,  and  monthly  Flight  and  Traffic  statistics”,  Slick 
does  not  state  that  such  information  actually  is  available 
to  the  Board  or  the  parties. 

As  of  April  28,  1948,  there  were  available  to  the  parties 
and  the  Board  in  the  Board's  Docket  Section  the  complete 
Form  41  Reports  of  all  the  certificated  carriers  as  of 
December  31,  1947  as  well  as  traffic  reports  through  March 
1948  and  certain  revenue  and  expense  reports  for  Janu¬ 
ary  and  Februarv  1948.  Similar  information  for  the  ap- 
plicants  was  conspicuous  by  its  absence. 

The  most  recent  information  furnished  by  Slick  itself 
was  a  balance  sheet,  a  profit  and  loss  statement  and  sketchy 
traffic  information  for  October,  1947. 

The  only  information  which  had  been  supplied  by  Cali¬ 
fornia-Eastern  Airways,  Inc.,  was  Schedule  C-l  of  a  Form 
41  Report  as  of  October  31,  1947  which  was  filed  on  Feb¬ 
ruary  16,  1948.  The  most  recent  information  supplied  by 
Globe  is  a  Form  2780  Report  as  of  December  31,  1946. 
Willis  has  supplied  a  Form  41  Report  as  of  December  31, 
1947.  Airnews  has  supplied  certain  balance  sheet 
23755  and  operating  data  as  of  November  30,  1947. 

No  information  is  available  from  any  of  the 
other  applicants,  including  ACT,  Flamingo,  the  Flying 
Tiger  Line,  Inc.,  Mutual  Aviation,  Inc.,  U.  S.  and  others. 

As  is  apparent  from  the  foregoing  description,  the  in¬ 
formation  which  has  been  voluntarily  furnished  to  the 
Board  by  the  applicants  is  of  such  a  sketchy  and  incomplete 
nature  as  to  be  practically  useless. 
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Slick,  in  its  answer,  attempts  to  induce  the  Board  to  be¬ 
lieve  that  the  incorporation  in  this  record  of  the  records 
in  the  Freight  Forwarder  case,  Docket  681  et  al.  and  the 
Air  Freight  Rate  case,  supra,  would  correct  the  deficiency 
of  essential  evidence  which  it  inferentially  admits  exists 
in  this  proceeding.  Nothing  could  be  further  from  the 
fact 

As  indicated  above,  the  question  involved  in  the  Air 
Freight  Rate  case  was  that  of  the  reasonableness  of  certain 
rates.  The  Examiner  did  not  permit  the  public  convenience 
and  necessity  question  to  enter  into  that  case.  The  ques¬ 
tion  involved  in  the  Freight  Forwarder  case  was  the  al¬ 
leged  public  need  for  freight  forwarders — not  the  ques¬ 
tion  of  public  need  for  line-haul  property-only  carriers. 

Furthermore,  some  of  the  applicants  in  this  proceeding 
were  notably  absent  in  the  Air  Freight  Rate  proceeding. 
U.  S.,  Flamingo,  and  ACT  studiously  avoided  participa¬ 
tion  in  the  Air  Freight  Rate  case,  so  that  even  if  that  rec¬ 
ord  should  be  stipulated,  there  still  would  be  no  evidence 
in  this  proceeding  relating  to  the  recent  inactivity  those 
applicants.  None  of  the  applicants  in  this  proceeding  ex¬ 
posed  itself  by  an  appearance  in  the  Freight  Forwarder 
proceeding.  Consequently,  the  record  in  that  proceeding 
could  throw  no  light  whatsoever  on  the  operations  of  the 
applicants  herein. 

Furthermore,  the  applicants  have  not  completely  com¬ 
plied  with  the  requests  for  pertinent  information  made  of 
them  in  the  Air  Freight  Rate  case  (see  the  Examiner’s 
notice  in  that  proceeding  to  the  non-certificated  parties, 
dated  January  6,  1948,  and  the  responses,  or  lack  of  re¬ 
sponses,  thereto). 

23756  XIV 

Section  292.5  (e)  (5)  of  the  Economic  Regula¬ 
tions  provides  that  the  non-certificated  cargo  carriers 
shall  not  be  exempt  from  the  provisions  of  Section 
407(a)  of  the  Act  which  requires  the  filing  of  reports  to 
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be  required  by  the  Board.  Such  reports  have  not  been 
filed  by  the  non-certificated  cargo  carriers,  who  rely  on 
the  provision  of  Section  292.5  (e)  (5)  “that  no  provision  of 
any  rule,  regulations,  term,  condition  or  limitation  pre¬ 
scribed  pursuant  to  said  subsection  407  (a)  shall  be  appli¬ 
cable  to  non-certificated  cargo  carriers  unless  such  rule, 
regulation,  term,  condition  or  limitation  expressly  so  pro¬ 
vides”.  The  Board  has  not  prescribed  any  specific  reports 
to  be  furnished  by  the  non-certificated  cargo  carriers. 

A  fair  reading  of  the  Board’s  Economic  Regulations, 
Section  292.5,  indicates  that  the  primary  purpose  was  to 
accumulate  information  as  to  the  operations  thereunder 
so  as  to  enable  the  Board  intelligently  to  decide  the  public 
convenience  and  necessity  question  involved  in  this  pro¬ 
ceeding.  In  the  absence  of  any  requirement  of  reports 
from  the  carriers  operating  under  that  exemption  order, 
it  is  most  difficult  to  see  how  the  Board  can  benefit  from 
the  experience  of  such  operators. 

It  should  be  pointed  out  that  a  carrier  operating  under 
Section  292.5  of  the  Board’s  Economic  Regulations  is  at 
an  advantage  over  certificated  carriers,  such  as  the  appli¬ 
cants  seek  to  become,  because  the  exempt  operators  are 
relieved  of  all  the  obligations  of  common  carriage  but 
granted  all  the  benefits  (see  Section  292.5  (e)  (3)),  and 
are  subject  to  operational  requirements  considerably  less 
stringent  than  those  imposed  upon  certificated  carriers. 

The  Board  should  not  allow  its  failure  to  require  reports 
from  the  non-certificated  carriers  operating  under  Section 
292.5  to  deprive  it  of  the  benefit  of  the  experience  gained  in 
those  operations  and  to  deprive  your  Petitioner  and  certain 
other  intervenors  herein  of  essential  evidence  which  will 
demonstrate  conclusively  the  utter  lack  of  need  for  the  pro¬ 
posals  of  any  of  the  applicants  herein.  The  Board  should 
immediately  inform  the  non-certificated  cargo  carriers  oper¬ 
ating  under  Section  292.5  that  it  expects  full  re- 
23757  ports  from  them,  covering  the  entire  period  of 
their  operation  under  Section  292.5,  so  that  the 
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Board  may  know  the  extent  of  and  need  for  those  oper¬ 
ations  and  the  reasons  necessitating  the  cessation  of  any 
of  those  operations,  either  entirely  or  with  respect  to  par¬ 
ticular  cities  and  services. 

XV 

It  is  plain  that  the  information  hereinabove  described 
should  be  available  to  the  parties  for  briefing  and  argu¬ 
ment.  Unless  such  information  is  made  available,  the 
parties  hereto  will  be  laboring  under  a  serious  disadvan¬ 
tage  in  presenting  to  the  Board  their  position  and  argu¬ 
ments  in  this  proceeding.  The  denial  of  access  in  this 
record  to  such  information  would  deprive  Eastern  and 
other  parties  of  the  adequate  hearing  demanded  by  the 
Administrative  Procedure  Act  and  the  Civil  Aeronautics 
Act 

23758  XVI 

Insofar  as  this  petition  is  based  upon  the  neces¬ 
sity  for  incorporating  in  this  record  new  matters  which 
have  arisen  since  the  hearing,  Petitioner  avers  that  Peti¬ 
tioner  could  not,  with  due  diligence,  have  known  or  dis¬ 
covered  said  new  matters  prior  to  the  time  of  the  hearing. 

Wherefore,  Eastern  prays  that  (1)  the  Board  reopen 
the  record  in  this  proceeding  for  further  hearing  to  receive 
essential  evidence  bearing  on  the  present  status  of  the 
Nation’s  air  freight  industry  and  on  the  lack  of  fitness, 
willingness  and  ability  of  certain  of  the  applicants  herein; 
(2)  the  Board  prescribe  a  form  of  report  to  be  filed 
with  the  Board  by  all  of  the  non-certificated  cargo  carriers, 
now  operating  or  which  have  operated  under  Section  292.5 
of  the  Board’s  Economic  Regulations,  which  are  applicants 
in  this  proceeding,  which  reports  shall  contain  information 
substantially  similar  to  that  furnished  by  the  certificated 
carriers  in  their  Form  41  Reports  relative  to  financial, 
traffic  and  operational  matters;  and  (3)  the  Board  post- 
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pone  further  procedural  steps  in  this  proceeding  until 
the  parties  have  available  to  them,  in  this  record,  for 
briefing  and  argument  the  above-indicated  essential,  rele¬ 
vant  and  material  information  and  evidence. 

Respectfully  submitted, 

Eastern  Air  Lines,  Inc. 

(Signed)  By:  E.  Smythe  Gambrell 
E.  Smythe  Gambrell 
General  Counsel 

May  1,  1948 
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Memorandum  in  Support  of  Petition  to 
Reopen  Record  and  for  Further  Hearing 

This  memorandum  is  submitted  on  behalf  of  American 
Airlines,  Inc.  in  support  of  the  petition  of  United  Air 
Lines,  Inc.  to  reopen  the  record  in  Docket  No.  810  et  al. 
to  afford  the  applicants  and  interested  parties  further 
hearing. 

L 

The  Record  is  Lacking  in  the  Essential 
Facts  Upon  Which  Any  Decision  Must  Rest 

The  record  in  this  proceeding  provides  an  inadequate 
basis  upon  which  to  determine  whether  the  applicants 
should  be  granted  certificates  of  public  convenience  and 
necessity.  The  recommendations  of  the  Examiners  are 
based  entirely  upon  the  paper  proposals  of  the  applicants 
submitted  at  the  hearing  which  closed  in  January, 

23769  1947,  and  upon  the  contract  operations  of  certain 
of  the  applicants  prior  to  the  hearing.  There  are 

fundamental  differences  between  the  operations  of  common 
carriers  and  contract  carriers;  both  the  costs  and  respon- 
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sibilities  differ  markedly.  The  differences  are  such  that 
the  carriage  of  persons  or  property  on  a  contract  basis 
was  not  subjected  to  economic  regulation  by  Congress,  at 
the  time  it  enacted  a  comprehensive  code  to  govern  Civil 
Aeronautics  in  1938.  And  the  substantial  limitations  of 
a  contract  operation  were  cited  by  the  Board  in  the 
promulgation  of  Section  292.5  of  the  Economic  Regulations 
in  May,  1947.  This  exemption  order  authorized  all  appli¬ 
cants  for  freight  certificates  to  commence  common  carrier 
operations  immediately.  Nevertheless,  the  Board  is  pro¬ 
ceeding  to  a  final  decision  on  their  applications  for  certifi¬ 
cation  solely  upon  the  basis  of  a  record  that  reflects  some 
of  their  contract  operations  and  certain  speculations  made 
15  to  IS  months  ago,  as  to  what  they  hoped  they  could 
do  as  common  carriers.  The  record  is,  completely  lacking 
in  the  best  evidence  upon  which  the  Board  could  act — 
their  actual  operating  experience  under  Section  292.5  of 
the  Economic  Regulations. 

Confined  as  they  were  to  the  record  made  by  the  parties 
in  late  1946  for  the  most  part,  the  Examiners  were  under 
no  illusion  as  to  the  incompleteness  of  the  evidence  upon 
which  their  recommendations  had  to  be  based.  At  the 
outset  of  their  consideration  of  the  applicants’  proposals, 
the  Examiners  observed: 

23770  “There  is  available,  however,  some  data  cover¬ 
ing  the  applicants’  past  activities,  and  in  addi¬ 
tion  there  should  be  available  to  the  Board ,  prior  to 
decision ,  later  reports  of  financial  and  operating  sta¬ 
tistics  for  the  operating  applicants  which  will  be  of 
great  value.”  (Report,  pp.  215-216)* 

And  after  concluding  a  detailed  examination  of  every¬ 
thing  in  the  record,  they  again  observed,  almost  as  if  to 
caution  the  Board  against  the  acceptance  of  their  recom¬ 
mendations  : 


•  Emphasis  added  throughout  unless  otherwise  noted. 
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“However,  the  period  of  operations  covered  by  the 
evidence  of  record  involved  only  the  initial  develop¬ 
ment  of  the  services  and  can  not  be  deemed  to  be 
conclusive.  Prior  to  the  decision  in  this  case  the  Board 
should  have  before  it  much  additional  material  re¬ 
lating  to  the  overall  efficiency  of  the  various  applicants 
as  reflected  from  data  required  to  be  submitted  under 
section  292.5  of  the  Economic  Regulations.”  (Report, 
p.  317) 

The  reports ,  statistics  and  additional  material  which 
the  Examiners  recognized  as  essential  to  a  decision  in  this 
case  are  not  available  to  the  Board. 

The  Examiners’  recommendations  are  necessarily  based 
upon  inadequate  and  outmoded  data  and  are  therefore, 
unreliable  in  many  respects.  They  concluded  that  the 
future  size  of  air  freight  traffic  was  such  as  to  open  “the 
door  to  consideration  of  competitive  service”  proposed 
by  the  applicants.  (Report,  p.  242).  Their  estimate  of 
the  freight  potential,  however,  rested  entirely  upon  the 
rate/volume  predictions  of  the  applicants.  The 
23771  prediction  principally  relied  upon  by  the  Exam¬ 
iners  projected  a  9^  per  ton  mile  rate  which  by 
1950  would  generate  in  excess  of  5,000,000,000  ton  miles 
of  freight.  (Report,  p.  228).  The  applicants  themselves 
have  recently  beseeched  the  Board  to  put  a  15  or  16  cent 
floor  on  rates  to  give  them  some  chance  of  meeting  ex¬ 
penses.  And  the  Board  in  its  recent  rate  order  has  pre¬ 
scribed  16^  a  ton  mile  as  an  attainable  cost  under  optimum 
operating  conditions  but  has  sternly  warned  that  the  rate 
level  must  remain  substantially  in  excess  of  that  figure. 
Even  the  highly  optimistic  volume  estimates  cited  by  the 
Examiners  show  that  if  in  1950  the  rate  level  is  closer  to 
20^  rather  than  9^  the  potential  volume  of  freight  will 
be  250  million  ton  miles  rather  than  5,000,000,000.  (Report, 
p.  234). 


720 


American  Petition  to  Reopen 

Equally  revealing  as  to  the  inadequacy  of  the  record  is 
the  nature  of  the  freight  service  actually  offered  by  the 
applicants  as  compared  with  what  they  have  proposed . 
The  Examiners  concluded  that  they  would  develop  new 
traffic  and  were  undoubtedly  influenced  by  the  reams  of 
testimony  as  to  the  new  markets  already  tapped  or 
shortly  to  be  tapped  by  the  applicants — grapes,  cherries, 
strawberries,  household  furniture,  20,000  pounds  daily 
of  lobsters,  and  over  2,000,000,000  ton  miles  annually  to 
be  diverted  from  rail  carlot  freight  which  moves  at  less 
than  a  ton  mile.  (See  e.g.  Tr.  pp.  1970-2020  passim , 
Adams.)  But  the  fact  is  that  %  of  all  the  applicants 
business  has  consisted  of  flowers  and  wearing  apparel — 
two  commodities  that  have  for  years  moved  both  in  air 
express  and  air  freight .  If  there  be  explanations 
23772  or  rationalizations  of  the  substantial  variance  be¬ 
tween  promise  and  performance,  the  Board  should 
have  them  as  a  matter  of  public  record,  and  prior  to  its 
decision  in  this  important  matter. 

The  Examiners  were  particularly  attracted  to  the  “de¬ 
mand"’  service  proposed  by  some  of  the  applicants,  and 
certain  applicants  whose  claims  for  certification  were 
vigorously  advanced  were  denied  the  Examiners’  imprim¬ 
atur  because  they  denounced  the  validity  of  the  concept  of 
“demand"'  service.  (Report,  p.  314).  It  is  fair  to  say  that 
the  notion  of  demand  service  constituted  the  real  basis 
of  the  Examiners’  recommendations. 

“The  concept  of  air  freight  service  that  has  been  labeled 
area  or  demand  service  appears  to  offer  a  number  of 
new  ideas  particularly  designed  to  give  a  broad  cover¬ 
age  of  service  and  a  promise  of  attendant  economy” 
(Report,  p.  217) 

Section  292.5  gave  the  applicants  the  opportunity  to  “test” 
out  this  “new  idea”.  Slick  Airways  has  very  elaborate 
tariff  provisions  that  prescribe  the  rules  for  this  service. 
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It  originally  “offered”  the  service  to  152  cities  but  sub¬ 
sequently  cut  the  number  down  to  15.  And  the  Flying 
Tigers  offer  a  demand  service  to  several  cities.  Since 
the  applicants  were  authorized  to  take  this  demand  service 
off  paper  and  put  it  into  practice,  precious  little  has  been 
said  about  it  by  them.  It  is  a  matter  of  record  in  the  Air 
Freight  Rate  Case,  however,  that  not  a  single  applicant 
showed  that  it  had  ever  actually  provided  any  derrumd 
service.  And  so  far  as  “attendant  economy”  of  the  service 
goes,  Slick’s  rates  to  demand  points  are  three  times 
23773  the  rates  to  major  cities  and  the  justification — as 
a  matter  of  record — is  that  it  costs  that  much  more 
to  serve  demand  points .  Again,  there  may  be  rationaliza¬ 
tions  and  explanations,  but  the  point  is  that  the  Board 
should  not  decide  whether  it  should  embark  upon  the 
experiment  recommended  by  its  Examiners  until  it  has 
considered  the  results  of  the  experiment  that  has  been 
underway  for  almost  a  year  now — especially  when  every¬ 
thing  now  available  shows  the  demand  concept  to  be  pat¬ 
ently  lacking  in  substance. 

The  personnel  and  organizational  changes  that  the 
applicants  have  experienced  since  the  close  of  this  record 
are  far  more  significant  than  the  change  in  the  Essair 
organization  which  the  Court  of  Appeals  directed  the 
Board  to  rehear  before  passing  on  Essair’s  certificate 
application,  Bramiff  Airways ,  Inc.  v.  C.  A.  B 147  F(2d) 
152  (1945).  Alvin  Adams  and  J.  J.  O’Brien  have  been  in 
and  out  of  California-Eastern  in  various  capacities  in 
recent  months.  U.  S.  Airlines’  Board  of  Directors  has 
been  packed  with  representatives  of  banking  interests. 
Many  of  the  applicants  have  gone  bankrupt  or  been  re¬ 
organized.  Samuel  Dunlop  III,  Executive  Vice  President 
of  Slick  Airways  at  the  time  of  the  hearing  and  veritable 
prophet  of  the  demand  service  concept,  is  no  longer  with 
Slick. 

The  record  is  so  stale  with  respect  to  rates,  costs, 
potential  markets  and  volume,  concept  of  service,  and 
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personnel  and  organizational  qualifications  that  it 

23774  is  seriously  lacking  in  factual  information  that 
must  support  any  finding  of  the  Board.  To  base  a 

decision  on  it  would  constitute  an  abuse  of  due  process 
under  the  well-established  principle  of  the  Atchison,  T .  & 
S.  F.  R.  Co.  v.  United  States,  284  U.  S.  248  (1932).  That 
case  enunciates  a  basic  ground  rule  of  administrative 
procedure  peculiarly  applicable  to  the  circumstances  of 
this  proceeding — that  the  Board  should  not  render  a  de¬ 
cision  based  upon  a  record  that  reflects  a  situation 
“ radically  different ”  from  that  in  existence  at  the  time  of 
decision.  284  U.  S.  248,  261.  The  record  here  is  pure 
speculation.  But  since  the  close  of  the  record,  significant 
developments  have  radically  changed  the  nation’s  military 
outlook,  have  threatened  the  very  stability  of  the  air 
transport  industry,  and  have  completely  altered  the  con¬ 
ditions  under  which  the  applicants  are  operating.  Cer¬ 
tainly  the  Board  cannot  ignore  those  developments  and 
proceed  to  decide  this  case  on  the  basis  of  1946  proposals 
and  as  if  1946  conditions  prevailed.  Nor  is  it  possible  that 
the  Board  could  “notice’’  these  developments.  They  do 
not  lend  themselves  to  such  easy  disposition.  They  can 
only  be  assayed,  and  the  complex  considerations  they 
raised  can  only  be  resolved,  by  public  hearing  where  all 
concerned  can  be  heard. 

Not  infrequently,  the  Board  has  no  choice  but  to  pro¬ 
ject  its  thinking  into  the  future  assisted  only  bv  enthusi¬ 
astic  estimates,  but  such  is  not  the  case  here.  There  can 
be  made  available  to  the  Board  precise  data  reflect- 

23775  ing  the  very  kind  of  operations  which  these  appli¬ 
cants  propose  to  provide  under  the  certificates 

they  seek.  The  Board,  therefore,  has  an  unparalleled 
opportunity  to  substitute  hard  facts  and  actual  operating 
experience  for  the  usual  guesses  and  projections  which 
inevitably  must  form  the  principal  bases  for  many  of  its 
decisions. 
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n. 

Neither  the  Record  in  this  Proceeding, 
nor  the  Board's  Records  Permit  an 
Evaluation  of  the  292.5  Experiment 

On  May  5,  1947,  subsequent  to  the  close  of  the  record 
in  this  proceeding,  the  Board,  in  effect  temporarily  granted 
to  the  applicants  the  very  operating  authority  which  they 
seek.  Invoking  its  exemption  power,  it  found  that  the 
carriage  of  property  by  companies  devoting  a  major  por¬ 
tion  of  their  efforts  to  freight  alone  constituted  something 
new  that  met  a  public  need  and  that  would  develop  only 
with  time ,  experience  and  opportunity  for  experimentation . 
Twelve  carriers  have  been  authorized  to  conduct  common 
carrier  operations  pursuant  to  this  exemption  order,  and 
operations  thereunder  have  been  conducted  between  the 
major  cities  of  the  United  States  since  June  of  1947. 

At  the  time  it  issued  the  exemption  order,  the  Board 
stated  that  it  contemplated  amending  the  existing  report¬ 
ing  regulations  or  issuing  new  regulations  to  be  specifically 
applicable  to  the  non-certificated  cargo  carriers  operating 
under  Section  292.5.  On  October  31,  1947,  it  circulated 
for  comments  Economic  Regulations  Draft  Release 
23776  No.  23,  which  contained  a  proposed  form  of  report 
for  non-certificated  cargo  carriers  operating  under 
292.5  (as  well  as  irregular  air  carriers  operating  under 
292.1).  At  about  this  same  time,  the  Board  advised  the 
President's  Air  Policy  Commission  as  follows: 

“We  do  not  yet  have  available  any  reliable  statistics 
reflecting  the  volume  and  direction  of  flow  of  the 
traffic  carried  by  the  nonscheduled  carriers .  The  two- 
month  operating  statements  submitted  with  the  initial 
registration  statements  were  far  from  satisfactory 
and,  for  most  of  the  carriers,  reflected  operations 
during  the  very  unstable  transitional  period  follow¬ 
ing  the  close  of  the  war.  The  Board  now  has  before 
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it  drafts  of  proposed  periodic  reporting  forms  on 
which  future  operating  and  financial  data  will  be 
submitted.  These  data  when  submitted  in  this  manner, 
will  be  infinitely  more  reliable  and  useful  than  any 
heretofore  collected  by  the  Board,  and  together  with 
information  as  to  the  number  and  character  of  opera¬ 
tors  available  in  the  applications  for  letters  of  regis¬ 
tration,  will  keep  the  Board  and  other  interested  par¬ 
ties  fully  and  regularly  informed  concerning  non- 
scheduled  and  irregular  services.”  Statement  of  Civil 
Aeronautics  Board  Before  The  President’s  Air  Policy 
Commission,  p.  45  (October  27,  1947) 

Notwithstanding  the  opportunity  presented  by  this  ex¬ 
emption  order  to  substitute  fact  for  speculation,  and  de¬ 
spite  the  Board’s  expressed  intentions  to  obtain  full  data 
on  the  cargo  operations,  to  this  day  the  Board  has  required 
no  reports  whatsoever  from  carriers  operating  under 
Section  292.5.  It  therefore  comes  to  a  final  decision  on 
the  extremely  important  question  of  whether  carriers  of 
freight  only  should  be  certificated  as  common  carriers 
unaided  by  any  of  the  operating  experience  that 
23777  has  been  produced  under  this  exemption  order  of 
almost  unprecedented  scope.  In  its  recent  decision 
in  the  Air  Freight  Rate  Investigation,  the  Board  referred 
to  the  operation  of  these  carriers  under  292.5 : 

“The  entry  of  these  carriers  into  the  air  freight  field 
on  this  basis  constitutes  an  experiment  of  great  im¬ 
portance  to  the  public  as  a  test  of  whether  a  special¬ 
ized  air  freight  industry  can  be  developed  on  the 
basis  of  its  own  economic  ability  to  exist.  (  Serial 
E-1415,  April  22,  1948,  p.  6) 

This  experiment  will  certainly  have  been  valueless,  if 
after  these  many  months  of  operations,  the  Board  is  to 
remain  completely  in  the  dark  as  to  where  these  carriers 
operate,  what  they  carry ,  and  how  they  will  affect  the  air 
transport  system.  The  scattered  nature  of  the  data  avail- 
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able  to  the  Board  that  reflects  the  operations  of  these 
carriers  is  indicated  by  the  following  summary  of  what 
the  various  applicants  have  voluntarily  offered  to  the 
Board  in  connection  with  their  operations  under  292.5. 

Slick  Airways  has  filed  with  the  Board  a  balance 
sheet,  profit  and  loss  statement,  and  an  analysis  of 
operating  expenses  for  the  months  October  1946 
through  October  1947. 

California-Eastern  Airways  has  filed  a  financial 
and  operating  report  on  Form  41  for  the  month  of 
October  1947. 

Airnews  Inc .  has  filed  balance  sheets  and  traffic  re¬ 
ports  for  the  period  ending  December  31,  1947. 
23778  Willis  Air  Service  has  filed  a  summarized 

operating  and  traffic  statement  for  November 
1947  and  January  and  February  1948. 

Therefore  of  the  14  applicants  in  the  proceeding,  only 
four  have  filed  anything  in  the  nature  of  operating  data 
with  the  Board.  Practically  no  data  are  available  to  the 
Board  with  respect  to  any  operations  since  October  1947.* 

When  the  Board  issued  Section  292.5,  it  stated  that  it 
had  considered  the  record  in  the  Air  Freight  Case ,  Docket 
No.  810.  Since  the  operations  conducted  pursuant  to  that 
exemption  order  have  not  been  reported,  it  is  difficult  to 
see  how  the  Board  is  in  any  different  position  today  to 
view  the  record  in  the  case  than  it  was  in  May  of  1947.  At 
that  time  its  examination  of  the  record  prompted  it  to 
issue  a  broad  exemption  order  as  a  means  obtaining  further 
information  on  the  operations  of  all-freight  carriers.  Be¬ 
fore  the  Board  passes  upon  the  applications  of  the  292.5 
carriers  for  certificates  of  convenience  and  necessity,  it 
is  of  paramount  importance  that  it  examine,  in  the  greatest 

*  The  availability  of  even  these  limited  reports  was  ascertained  only 
after  a  lengthy  search  at  the  Board's  Docket  Section,  Operations  Division 
and  Accounting  and  Rates  Division.  The  reports  are  kept  in  no  central 
place,  and  it  is  questionable  whether  anyone  at  the  Board  or  otherwise 
has  ever  undertaken  an  examination  of  all  of  them. 
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detail,  full  and  complete  reports  of  the  operations  those 
applicants  have  conducted  in  recent  months.  Such  data  are 
the  best  evidence  upon  which  the  Board  could 

23779  possibly  base  its  decision.  It  is  inconceivable,  as  a 
matter  of  power  or  as  an  exercise  of  discretion, 

that  the  Board  should  porceed  to  a  determination  of  such 
important  issues,  without  having  as  part  of  its  record  all 
data  pertinent  to  those  important  issues. 

Furthermore,  it  would  be  wholly  inadequate  for  the 
Board’s  purposes,  if  these  data  were  merely  supplied 
retroactively  by  the  292.5  carriers  and  filed  with  the 
Board.  More  than  the  dry  statistics  are  necessary  to  in¬ 
form  the  Board  as  to  the  operations  that  these  applicants 
have  conducted  and  as  to  the  impact  that  their  proposals 
will  have  upon  the  air  transport  system.  As  the  Board 
stated  in  its  opinion  with  respect  to  freight  rates,  on 
October  2,  1947 : 

“Issues  of  this  character  are  not  easily  decided. 
They  demand  not  ex  parte  presentations  but  an  analy¬ 
sis  in  the  light  of  all  available  evidence.  To  that  end, 
an  Air  Cargo  Case  w*as  instituted  which,  it  is  hoped, 
will  permit  a  basis  for  coming  to  a  considered  and 
wise  solution  of  this  important  problem.” 

Yet  the  only  factual  evidence  of  the  common  carrier  opera¬ 
tions  these  applicants  have  conducted  is  not  before  the 

Board . 

An  indication  of  the  nature  and  scope  of  the  operations 
conducted  by  the  292.5  carriers  was  obtained  by  the  Board 
in  its  investigation  of  air  freight  rates,  but  the  data  pro¬ 
duced  in  that  proceeding  applied  only  to  a  limited  number 
of  applicants  and  were  directed  simply  to  the  question  of 
fair  and  reasonable  rates  and  were  not  concerned 

23780  wdth  the  broader  questions  of  public  convenience 
and  necessity.  Furthermore,  the  evidence  obtained 

in  that  ease  is  not  a  matter  of  record  in  this  proceeding. 
Different  conclusions  may  follow  from  an  examination  of 
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the  applicants’  operation,  as  compared  with  their  promises . 
In  the  freight  rate  ease,  the  Board  found  that 

. .  every  operation  of  the  non-certificated  carriers  is 
in  direct  competition  with  one  or  more  certificated 
carriers.”  (Serial  E-1415,  p.  18) 

One  of  the  principal  bases  for  the  Examiners’  recommenda¬ 
tions  in  favor  of  freight  certificates  was  that 

. .  a  number  of  the  proposals  appear  to  offer  a  suffi¬ 
cient  amount  of  new  service  to  warrant  an  experiment 
in  a  property-only  air  service.”  (Report,  p.  216) 

in. 

The  Needs  of  the  National  Defense  Should 
Be  Determined  by  Hearing  and  Inquiry 
Rather  than  on  the  Basis  of  Ex 
Parte  Representations 

In  recent  months,  there  has  been  an  intensive  pressure 
campaign  to  assimilate  the  immediate  certification  of  all- 
cargo  carriers,  freight  forwarders  and  the  railroads 
(Railway  Express  Agency)  to  the  needs  of  the  national 
defense.  American  has  always  recognized  that  the  needs 
of  the  national  defense  are  part  and  parcel  of  the  very 
existence  of  a  commercial  air  transport  system  and  con¬ 
stitute  an  important  element  of  any  certification.  It  has 
been  its  belief  that  the  Board  has  considered  the  national 
defense  in  every  decision  it  has  made. 

23781  The  accusations  of  unpreparedness  for  military  ef¬ 
fectiveness  that  have  been  hurled  at  the  certificated 
air  carriers  by  representatives  of  the  freight  applicants 
are  completely  baseless,  and  wdll  be  immediately  recognized 
as  such  by  anyone  at  all  familiar  with  the  performance  of 
the  airlines  of  this  country  in  the  recent  war.  No  segment 
of  the  national  economy  w^as  better  prepared  to  meet  the 
challenges  of  the  last  war  than  the  commercial  airlines.  No 
segment  of  the  economy  discharged  its  wartime  obliga- 
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tions  in  more  satisfactory  fashion.  Not  only  did  the  air¬ 
lines  continue  to  operate  their  domestic  services  with 
depleted  fleets  and  relatively  inexperienced  personnel,  but, 
at  the  same  time,  they  served  as  the  very  backbone  of  the 
military  air  transport  services .  The  aircraft  which  the 
commercial  airlines  had  conceived,'  ordered  and  partially 
paid  for,  prior  to  the  outbreak  of  the  war,  were  the  aircraft 
with  which  both  the  Army  and  Navy  air  transport  services 
commenced  operations  in  1942.  No  other  nation’s  commer¬ 
cial  transport  service,  either  enemy  or  friendly,  was  such 
a  strong  and  important  element  in  the  war  as  the  airlines 
of  the  United  States. 

The  latest  propaganda  line  of  the  freight  applicants  well 
illustrates  the  bankruptcy  of  their  certification  strategy. 
They  have  urged  the  Board  that  the  airlines  of  this  country 
should  have  operated,  prior  to  the  recent  war,  in  the  man¬ 
ner  of  the  notorious  Nazi  Lufthansa,  that  blazed  the  trail 
for  German  bombers  between  Berlin  and  London.  We  are 
not  concerned  with  the  validity  of  such  charges.  We  are 
concerned  that  such  assertions  woven  into  a  “chron- 
23782  ology  of  crisis”  and  submitted  to  the  Board  by  the 
former  head  of  our  war-time  spy  service  may  ac¬ 
complish  their  purpose  of  precipitating  ill-considered  ac¬ 
tion.  Whether  or  not  the  certification  of  additional  carriers 
and  the  granting  of  additional  operating  authority  to  the 
railroads  are  consistent  with  the  needs  of  the  national  de¬ 
fense  are  not  questions  that  are  solved  by  citation  of  the 
Czechoslovak  coup  or  the  Finnish  treaty  even  though  the 
representation  is  made  by  the  late  chairman  of  the  Presi¬ 
dent’s  Air  Policy  Commission.  If  such  claims  of  emergency 
and  crisis  are  to  form  any  part  of  the  basis  for  the  certi¬ 
fication  of  these  applicants,  they  should  be  brought  out  into 
the  open  where  they  can  be  examined  and  refuted.  What 
other  pressures  of  this  nature  the  Board  has  been  subjected 
to  we  have  no  way  of  knowing,  since  these  charges  were 
not  served  upon  us  and  came  to  our  attention  only  through 
the  public  press. 
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American  is  intensely  aware  of  developments  in  the  in¬ 
ternational  relations  of  the  United  States,  since  early  1947, 
which  have  dictated  a  policy  of  immediate  readiness  for 
any  emergency.  It  believes,  however,  that  the  impact  of 
such  developments  upon  the  proposals  of  the  freight  ap¬ 
plicants  can  be  determined  only  after  searching  inquiry 
into  what  they  offer  and  what  effect  their  proposals  will 
have  upon  the  existing  transport  system.  Recent  disclosure 
of  an  exchange  of  correspondence  last  December  between 
the  Department  of  the  Air  Force  and  the  Chairman  of  the 
Civil  Aeronautics  Board  on  the  general  subject  of  air 
cargo  are  convincing  proof  that  only  a  public  hear- 
23783  ing  at  which  all  may  participate  in  the  production 
and  development  of  specific  facts  rather  than  vague 
generalizations  will  enable  the  Board  to  make  the  findings 
required  of  it  by  the  Civil  Aeronautics  Act.  Unsupported, 
pressure-inspired  statements  on  this  important  question 
should  not  be  permitted  to  seep  into  the  Board  in  ex  parte 
fashion. 

With  respect,  therefore,  to  the  national  defense  consider¬ 
ations  of  public  convenience  and  necessity,  as  well  as  with 
respect  to  the  very  nature  and  scope  of  operations  conduct¬ 
ed  by  the  freight  applicants,  a  “radical”  change  in  circum¬ 
stances  has  taken  place  since  the  close  of  this  record,  which 
requires  that  the  record  be  reopened  for  further  hearing 
and  development  of  more  current  evidence. 

IV. 

Certification  is  not  the  Solution  to  the  Serious 
Financial  Condition  of  the  Applicants  and  the 
Entire  Air  Transport  Industry 

The  applicants  are  already  operating  under  Section  292.5 
as  common  carriers  between  the  major  cities  of  the  United 
States,  without  having  demonstrated  that  the  public  conve¬ 
nience  and  necessity  require  their  operations.  Therefore, 
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there  is  no  question  of  delaying  the  commencement  of 
oprations  while  the  Board  receives  additional  important 
evidence  necessary  to  the  discharge  of  its  statutory  obli¬ 
gations.  The  reason  for  hasty  certification,  the  applicants 
claim,  is  that  a  certificate  in  lieu  of  the  current 

23784  exemption  order  will  enable  them  to  obtain  addi¬ 
tional  funds  with  which  to  finance  their  deficits  and 

expand  operations.  We  have  recently  learned  that  six  of 
them  have  privately  represented  to  the  Board  that  their 
financial  prospects  are  extremely  bleak  and  have  advised 
the  Board  that  their  individual  financial  life-expectancies 
vary  from  zero  to  six  months.*  That  these  applicants  are 
losing  vast  sums  of  money  is  no  new  development.  At  the 
time  of  the  hearings  in  this  case  in  late  1946  and  early  1947, 
they  already  showed  staggering  losses.  In  May  of  1947, 
when  the  Board  exempted  them  into  common  carrier  status 
on  an  experimental  basis,  they  were  losing  money.  Today, 
after  almost  a  year  of  common  carrier  operations,  they  are 
still  losing  money.  The  continued  deficit  operations  which 
they  have  conducted  should  serve,  not  as  a  justification  for 
immediate  certification  in  order  to  bail  them  out,  but  rather 
as  a  caution  to  the  Board  to  inquire  further  into  their  pro¬ 
posals,  in  order  to  determine  whether  a  certificate  is  the 
answer  to  their  financial  ills. 

There  is  no  magic  about  a  certificate  of  convenience  and 
necessity  which  assures  a  carrier  of  adequate  financing. 
The  mounting  losses  of  the  certificated  airlines  during  the 
past  two  years  and  their  present  inability  to  secure  public 
money  are  proof  of  this.**  The  very  fact  that,  de- 

23785  spite  the  enormous  route  expansions  of  the  postwar 
period,  airline  credit  is  today  at  its  lowest  ebb  since 

•  Petition  of  Air  Freight  Association  Inc.,  Docket  No.  3067,  April 

21,  194$. 

**  Glenn  L.  Martin,  President  of  the  Glenn  L.  Martin  Company,  air¬ 
craft  manufacturers,  told  the  Association  of  Customers  Brokers  recently 
that  “It  is  common  knowledge  that  capital  is  not  now  available  to  the 
airlines  through  their  usual  banking  connections  except  in  a  few  cases.” 
Net o  York  Times,  April  28,  1948,  p.  43. 
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1934  should  cause  the  Board  to  inquire  deeply  and  thor¬ 
oughly  into  the  causes  for  this  condition  and  should  warn 
it  that  the  solution  does  not  lie  in  more  and  more  route  miles 
and  more  and  more  certificates  of  convenience  and  necessity . 

Certain  papers  recently  filed  with  the  Board  by  repre¬ 
sentatives  of  several  of  the  applicants  are  very  illuminat¬ 
ing  on  the  vague  and  general  claim  that  certification  will 
automatically  produce  adequate  financing.*  In  a  letter 
to  the  President  of  California-Eastern  Airways  Inc.,  one 
of  the  applicants,  Lehman  Bros.,  1  William  Street,  New 
York,  said  in  part: 

“You  have  told  me  of  the  several  matters  which  are 
now  pending  before  the  CAB  and,  in  my  opinion,  the 
only  one  which  will  give  the  company  the  immediate 
relief  it  needs  would  be  the  granting  by  the  CAB  of  the 
right  to  the  Railway  Express  Agency  to  give  your  Com¬ 
pany  and  other  non-certificated  cargo  carriers  air  ex¬ 
press  at  the  same  rates  which  are  now  being  paid  to  the 
certificated  airlines.  I  understand  that  the  Railway 
Express  Agency  has  indicated  that  it  has  business 
available  which  the  airlines  cannot  handle  and 
23786  which  you  would  be  in  a  position  to  service 
efficiently.  It  appears  reasonable  to  expect  that 
this  traffic,  at  the  higher  rates  at  which  it  moves,  would 
in  a  very  short  time  convert  your  operation  from  a  loss 
into  a  profit” 

This  letter,  in  conjunction  with  other  recent  representa¬ 
tions  by  the  applicants,  raises  the  question  of  just  where 
the  express  business  fits  into  the  plans  of  these  freight-only 
applicants .  Throughout  the  hearing  and  until  recent 
months,  they  scorned  the  express  business  that  the  airlines 
have  been  developing  in  conjunction  with  various  express 

*  Petition  of  Air  Freight  Association  Inc.,  Docket  No.  3067,  April  21, 


1948. 
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agencies  since  1927.  It  was  their  position,  in  fact,  that  air 
express  didn’t  even  represent  a  beginning  in  the  transporta¬ 
tion  of  property  by  air.  They  desired  to  carry  freight  and 
freight  alone  at  rates  substantially  lower  than  air  express. 
And  the  Board,  in  its  promulgation  of  Section  292.5,  ap¬ 
parently  influenced  by  these  representations,  found  that  the 
service  these  applicants  sought  authority  to  provide  was 
entirely  separate  from  the  long-established  express  service. 
In  its  statement  before  the  President’s  Air  Policy  Com¬ 
mission,  in  describing  the  freight  carriers  and  the  exemp¬ 
tion  under  which  they  operated,  the  Board  said: 

“Man  of  the  air  carriers  have  for  years  carried  a  sub¬ 
stantial  amount  of  express  shipments.  This  type  of 
service  should  he  differentiated  from  the  all-freight 
operation.”  (p.  46) 

And  recently  in  its  order  in  the  Air  Freight  Rate  Investiga &- 
tion  the  Board  again  referred  to  Section  292.5  “as  a  test  of 
whether  a  specialized  air  freight  industry  can  be 
23787  developed  on  the  basis  of  its  own  economic  ability 
to  exist.”  • 

Notwithstanding  the  immateriality  of  air  express  sta¬ 
tistics  in  connection  with  the  proposals  of  these  applicants, 
it  is  interesting  to  note  the  manner  in  which  the  railroads 
(wiio  own  the  Express  Agency)  have  sought  to  influence  the 
Board  in  their  favor — again  by  assertions  and  representa¬ 
tions  not  a  part  of  the  record .  During  the  pendency  of  the 
applications  of  the  freight  carriers,  the  railroads  have  done 
their  utmost  to  build  a  record  to  show  that  the  certificated 
carriers  have  not  expeditiously  handled  air  express.  They 
have  asserted  before  the  Board  claims  of  substantial  poun¬ 
dage  which  the  airlines  have  been  unable  to  accept.  The  Ex¬ 
press  Agency  realizes  full  well  that  those  figures  are  com¬ 
pletely  meaningless .  Much  of  that  poundage  was  purposely 


Serial  E-1415,  p.  6. 
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offered  to  a  carrier  within  a  few  minutes  of  scheduled  de¬ 
parture  time ,  and  not  infrequently  after  the  engines  had 
been  started ,  with  full  knowledge  that  it  was  not  feasible 
to  handle  it  at  that  time .*  Furthermore,  by  far  the  greater 
portion  of  that  poundage,  though  refused  initially  for  the 
reasons  given  above  or  for  the  other  legitimate  reasons, 
moved  within  an  hour  on  the  same  or  another  carrier  with 
absolutely  no  delay  in  ultimate  delivery.  The  traffic  there¬ 
fore  moved  to  everyone’s  satisfaction — consignor, 
23788  carrier  and  consignee — but  still  became  a  propa¬ 
ganda  figure  to  be  contributed  by  the  railroads  on 
behalf  of  the  freight  applicants.  A  true  blind  spot  on  this 
experiment  with  a  specialized  air  freight  industry  which 
deserves  the  Board’s  most  careful  scrutiny  is  the  entente 
between  the  applicants  and  all  varieties  of  forwarders  in¬ 
cluding  those  owned  by  the  railroads.  The  Board  should 
explore  with  every  means  at  its  disposal  this  unnatural 
alliance  that  finds  in  common  cause  (1)  direct  carriers  try¬ 
ing  to  get  a  start  in  business;  (2)  forwarders  who  have  the 
worst  conduct  record  in  transportation  experience;  and  (3) 
the  railroads  who  have  fought  every  advance  in  air  trans¬ 
portation  and  today  stand  to  lose  most  by  the  development 
of  air  freight. 

The  sudden  about-face  of  the  “freight”  applicants  and 
their  present  dependence  upon  express  traffic  for  survival 
should,  at  the  very  minimum,  require  the  Board  to  review 
its  “test  of  a  specialized  freight  industry”  before  proceed¬ 
ing  to  final  action.  It  should  inquire  at  a  public  hearing, 
for  example,  as  to  whether  express  alone  “at  the  higher 
rates  at  which  it  moves”,  as  specified  in  the  Lehman  Bros, 
letter,  will  be  adequate  to  assure  the  survival  of  the  appli¬ 
cants.  And,  if  they  are  to  be  cut  in  on  the  express  traffic 
which  they  have  had  absolutely  no  part  in  developing,  what 
will  be  the  effect  upon  the  certificated  carriers.  Will  the 


*  Air  Freight  Eate  Investigation,  Docket  No.  1705,  Tr.  pp.  2668-2679. 
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applicants  stop  at  express?  During  the  hearings  in  the 
recent  Freight  Rate  Investigation,  the  president 

23789  of  one  of  the  applicants  admitted  the  possibilities 
of  combining  the  carriage  of  mail  with  “all-freight” 

operations.*  The  Rees  Bill,  H.  R.  5090,  which  would  re¬ 
instate  the  discredited  contract-letting  procedure  for  air 
parcel  post  must  be  recognized  as  another  objective  of  the 
“all-freight”  carrier. 

Professor  George  Baker  of  Harvard  University,  long  a 
student  of  air  transportation,  a  former  member  of  this 
Board,  and  more  recently  a  member  of  the  President’s  Air 
Policy  Commission,  has  characterized  these  freight  appli¬ 
cations  as  simply  a  novel  method  of  securing  certificates  of 
public  convenience  and  necessity  for  passengers,  property 
and  maiL**  This  is  the  disinterested  analysis  of  an  experi¬ 
enced  observer  with  no  axe  to  grind  for  either  the  applicants 
or  the  certificated  carriers. 

The  applicants’  plea  for  immediate  certification  to  assure 
their  financing  requirements,  is,  in  many  respects,  similar 
to  their  national  defense  argument.  Both  are  extremely 
important  aspects  of  public  convenience  and  necessity  but 
neither  is  susceptible  to  superficial  solution.  For  a  sound 
solution,  the  Board  requires  many  more  facts  than  are 
available  to  it  in  this  record. 

23790  V. 

Conclusion 

This  is  not  a  case  where  the  record  is  to  be  reopened 
merely  to  show  that  a  few  more  people  or  a  few  less  tons 
of  property  have  moved  between  a  few  pairs  of  cities, 
or  to  show  that  load  factors  have  decreased  or  increased. 

•  Prescott,  Flying  Tigers,  Tr.  pp.  1400-01. 

••  Speech  at  Aviation  Law  Symposium,  George  Washington  University, 
March  1,  1948. 
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This  is  a  situation  where  circumstances,  since  the  close 
of  the  record — fifteen  months  ago — have  so  fundamen¬ 
tally  affected  the  matters  under  examination  that  it 
would  be  mockery  to  act  today  upon  that  record.  The  ap¬ 
plicants  have  been  authorized  for  almost  a  year  to  do 
substantially  what  they  propose  in  their  applications.  The 
Board  granted  them  this  authority  as  an  “experiment” 
and  a  “test”.  But  it  is  proceeding  to  draw  conclusions 
and  make  final  decisions  without  ever  having  examined 
the  facts  and  figures  produced  by  that  test.  The  very  best 
evidence  of  whether  the  public  convenience  and  necessity 
requires  the  operations  proposed  by  the  applicants  is  not 
before  the  Board  and  must  be  made  available  to  the 
Board  in  a  public  hearing,  before  the  Board  proceeds  to 
final  decision. 

Wherefore,  American  requests  that  the  Board  reopen 
the  record  and  direct  that  further  hearing  be  held: 

(a)  To  permit  introduction  into  the  record  of  com¬ 
plete  data  with  respect  to  the  applicants’  operations 
under  Section  292.5  and  to  allow  cross-examination 
with  respect  to  those  data. 

(b)  To  receive  into  the  record  important  and  more 
recent  evidence  bearing  upon  attainable  costs,  rates, 

and  volume  potential. 

23791  (c)  To  inquire  into  the  contribution  that  the 

applicants’  operations,  as  shown  by  their  ex¬ 
perience  under  292.5,  would  make  to  the  air  transport 
system  and  the  effect  those  operations  would  have 
upon  carriers  already  certificated. 

(d)  To  determine  the  present  and  future  needs  of 
the  national  defense  in  relation  to  the  applicants’ 
proposals  and  the  services  of  carriers  already  cer¬ 
tificated. 
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In  view  of  the  extreme  importance  of  the  issues  involved 
in  this  proceeding,  American  further  requests  that  the 
Board  itself,  or  as  many  members  as  possible,  preside 
at  the  hearing. 

Respectfully  submitted, 

(Signed)  Howard  C.  Westwood 
Howard  C.  Westwood 

(Signed)  Daniel  M.  Gribbon 
Daniel  M.  Gribbon 
Attorneys  for  Intervenor , 
American  Airlines ,  Inc . 

May  4,  1948 
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23798 

•  *  •  *  # 

PETITION  OF  TRANSCONTINENTAL  &  WESTERN 
AIR,  INC.  TO  REOPEN  THE  RECORD,  TO  RECEIVE 
ADDITIONAL  EVIDENCE  AND  FOR  A 
FURTHER  HEARING. 

Transcontinental  &  Western  Air,  Inc.  (hereinafter  re¬ 
ferred  to  as  “TWA”),  an  intervener  in  the  above-entitled 
proceeding,  respectfully  requests  the  Civil  Aeronautics 
Board  to  reopen  the  record  in  this  proceeding,  to  receive 
additional  evidence  which  was  not  available  at  the  time 
of  the  hearing,  to  hold  further  hearings  on  such  evidence 
and  in  support  thereof  states  the  following: 

1.  This  case  is  one  of  the  most  important  ever  to  come 
before  the  Civil  Aeronautics  Board.  The  decision  in  this 
case  will  determine  whether  an  entirely  new  air  trans¬ 
portation  system  is  to  be  created  directly  paralleling  the 
existing  system  and  depriving  the  existing  airlines  of 
millions  of  dollars  of  revenue — revenue  which  is  needed 
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badly  to  reduce  the  losses  being  incurred  by  such  air¬ 
lines.  As  a  basis  for  the  determination  of  this  question  by 
the  Board,  there  exists  a  record  which  was  developed 
over  fifteen  months  ago  and  which  is  now  completely 
out  of  date. 

23799  The  evidence  available  at  the  time  of  the  hear¬ 
ing  in  no  way  reflects  present  conditions  nor  is  it 
adequate  as  a  basis  upon  which  to  make  an  informed  de¬ 
cision.  Less  than  eight  months  before  the  commencement 
of  the  hearing,  TWA  was  still  conducting  its  wartime 
contract  operations  for  the  United  States  Government 
and  even  at  the  time  of  the  hearing  adequate  equipment 
and  other  facilities  had  not  become  available  so  as  to 
enable  the  certified  carriers  to  reorient  their  operations 
to  peacetime  needs.  During  the  period  just  prior  to  the 
hearing  many  of  the  applicants  were  taking  advantage 
of  this  situation  to  conduct  operations  which,  in  many 
instances,  were  nonscheduled  in  name  only. 

“Although  purporting  to  constitute  nonscheduled  op¬ 
erations  covered  by  section  292.1,  some  of  these  services 
appear  to  provide  facilities  and  services  comparable  to 
those  offered  by  certificated  air  carriers.”  ( Investigation 
of  Nonscheduled  Air  Service ,  6,  C.  A.  B.  1049)  Data  from 
this  chaotic  period  is  obviously  not  reliable  nor  the  type 
on  which  such  an  important  decision  as  is  called  for  in 
this  proceeding  should  be  made. 

In  May,  1947,  the  Board  issued  Economic  Regulation 
295.5  to  permit  the  applicants  to  operate  as  scheduled 
common  carriers  during  the  interim  period  pending  a  final 
decision  in  the  present  case  in  order  not  to  “lose  the 
benefit  of  the  experience  being  obtained  in  this  new  field 
of  air  cargo.”  What  has  been  the  experience  of  the  appli¬ 
cants  during  the  period  they  were  exempted  as  common 
carriers?  The  record  is  silent  on  this  point  as  well  as  on 
the  accomplishments  of  the  certificated  carriers  since  the 
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hearing.  Both  matters  are  vital  and  essential  to  a 
23800  proper  determination  of  the  issues  in  this  case. 

2.  The  Examiners’  Report  recognizes  that  the 
competitive  air  service  contemplated  by  the  proposals  in 
this  proceeding  appears  “to  far  surpass  that  of  any  case 
before  the  Board.”  (Report,  p.  240).  That  there  will  be 
significant  diversion  has  also  been  recognized,  but  the 
effect  of  such  diversion  on  the  development  of  a  sound 
and  economic  air  transportation  system  can  only  be 
properly  judged  in  the  light  of  the  present  status  of  the 
air  industry. 

The  President’s  Air  Policy  Commission  stated  at  pages 
113-114  of  its  Report: 

“In  regard  to  the  first  issue  (spreading  air  cargo 
among  more  lines  that  now  exist  as  common  carri¬ 
ers),  as  we  have  said  above,  most  common  carrier 
airlines  certificated  for  the  carriage  of  passengers, 
property,  and  mail,  after  a  steady  progression  to¬ 
ward  self-sufficiency  from  1938  to  1946,  have  suffered 
a  serious  setback.  Our  major  problem  is  to  get  them 
started  once  again  up  the  ladder  toward  self-suffi¬ 
ciency.  To  advocate  at  this  time  the  entry  of  this 
field  of  a  large  number  of  new  carriers  would  cer¬ 
tainly  seem  to  postpone  rather  than  hasten  the  at¬ 
tainment  of  such  a  state.” 

This  report  was  issued  in  January,  1948  and  is  a  very 
definite  finding  based  upon  more  up-to-date  information 
than  is  contained  in  the  record  in  this  case.  It  is  a  real 
warning  to  the  Board  that  conditions  have  changed  and 
that  a  stale  record  wdll  not  reflect  the  present  status  of 
the  industry. 

3.  The  record  contains  many  estimates  of  the  freight 
potential  by  various  so-called  experts.  Obviously  the  reli¬ 
ability  of  such  estimates  is  vital  to  a  proper  decision 
herein.  They  were  but  prophesies  at  the  time  of  the  hear¬ 
ing  and  the  best  test  of  their  correctness  is  the  actual 
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operations  that  have  been  conducted  during  1947.  Such 
operations,  if  included  in  the  record,  would  con- 

23801  clusively  show  the  potential  to  have  been  entirely 
overstated  by  the  applicants.  The  record,  how¬ 
ever,  is  devoid  of  this  1947  data.  The  recent  Air  Freight 
Rate  Case  partially  lifts  the  curtain  but  it  is  not  part 
of  the  record. 

At  the  conclusion  of  the  Air  Freight  Case  a  number 
of  applicants  clamored  for  and  received  u  *  *  *  the  right 
to  submit,  up  to  the  date  of  the  Board’s  decision  in 
this  proceeding,  data  furnished  by  the  certificated  carri¬ 
ers  in  Form  2780  on  a  month-to-month  basis.”  After 
receiving  permission  none  saw  fit  to  file  such  information 
until  required  by  Economic  Regulation  292.5.  That  re¬ 
quirement  has  been  complied  with  only  intermittently  by 
a  few  carriers,  the  excuse  being  offered  that  the  Board 
has  not  prepared  the  required  form.  Nevertheless,  such 
data  should  be  prepared  and  made  available  before  a  de¬ 
cision  is  reached  in  this  case.  Recently,  in  a  case  of  much 
less  importance,  the  Board  say  fit  to  require  the  intro¬ 
duction  of  the  most  recent  air  traffic  survey  to  enable  it 
to  reach  a  final  decision  in  the  Kansas  City -Memphis 
Case .  (Order  No.  1025  of  November  28,  1947). 

4.  TWA  does  not  believe  it  is  necessary  to  mention 
the  many  other  additional  vital  subjects  of  information 
which  are  lacking  in  the  present  record.  They  have  been 
set  forth  at  length  in  the  Petition  of  United  Air  Lines, 
Inc.,  dated  April  22,  1948  requesting  a  reopening  of  the 
record  in  this  proceeding.  TWA  joins  wholeheartedly  in 
this  request. 

5.  The  need  for  reopening  the  record  in  this  proceed¬ 
ing  is  implicitly  recognized  in  the  answer  of  Slick  Air¬ 
ways,  Inc.  to  United’s  Petition.  Slick’s  express  willingness 

to  supplement  the  record  by  stipulating  the  entire 

23802  Air  Freight  Rate  Case  record  (Docket  No.  1705, 
et  al.),  the  Form  41  reports  of  the  freight  carri¬ 
ers  in  that  proceeding  and  the  Exhibits  of  Public  Counsel 
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therein  is  a  clear  indication  of  the  inadequacy  of  the 
existing  record.  Such  a  half  way  measure  would  not 
present  to  the  Board  the  complete  record  necessary  to 
arrive  at  a  correct  decision,  as  is  demonstrated  by  this 
Petition  and  those  of  other  interested  parties. 

6.  At  the  time  of  the  hearing  of  this  case,  numerous 
applicants  set  forth  at  length  the  operational  skills  and 
airline  experience  of  their  officers  and  employees  as  an 
element  of  their  fitness,  willingness  and  ability.  The  peti¬ 
tion  of  United  Air  Lines  sets  forth  many  of  the  person¬ 
nel  changes  which  have  taken  place  in  the  staffs  of  the 
major  applicants.  Even  that  information  has  already 
become  outdated  since  Mr.  George  Haney,  a  Vice  Pres¬ 
ident,  has  left  California  Eastern  and  the  Aviation  Daily 
of  April  21  indicates  that  Mr.  Fred  A.  Miller,  a  Vice 
President  of  the  Flying  Tiger  Line,  has  resigned.  These 
changes,  in  addition  to  those  set  forth  by  United,  require 
a  re-examination  of  the  facts  to  determine  whether  the 
management  and  control  of  the  applicants  is  such  that 
they  can  fulfill  the  requirements  of  the  Act.  As  the  Court 
said  in  the  case  of  Essair’s  change  of  management: 

“A  new  hearing  should  be  held  and  the  present  facts 
determined”  ( Braniff  Airways  v.  Civil  Aeronautics 
Board ,  147  F.  (2d)  152,  153  (1945)). 

Wherefore,  TWA  urges  that  the  present  record  is  in¬ 
sufficient  in  law  to  support  any  decision  as  to  public 
convenience  and  necessity  on  fitness  and  ability  and  must 
be  reopened  to  admit  material  and  vital  evidence 
23803  not  available  at  the  time  of  the  hearing. 

Respectfully  submitted, 

(Signed)  Chadbourne,  Wallace,  Parke  &  Whiteside 
Chadbourne,  Wallace,  Parke  &  Whiteside 
Attorneys  for 

Transcontinental  &  Western  Air,  Inc. 

•  •  •  •  • 


May  4,  1948. 
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•  •  i  *  • 

ANSWER  OF  SLICK  AIRWAYS,  INC., 

TO  PETITION  OF  UNITED  AIR  LINES,  INC. 

TO  REOPEN  RECORD  AND  FOR 
FURTHER  HEARING 

For  answer  to  said  Petition  and  to  so  much  and  such 
parts  thereof  as  merit  answer,  Slick  Airways,  Inc.,  an¬ 
swers  and  says: 

1.  This  latest  Petition  of  United  Air  Lines  should 
occasion  no  surprise.  It  is  simply  “Delay  Maneuver  No. 
18,”  designed  to  put  off  indefinitely,  if  possible,  any  deci¬ 
sion  by  the  Board  in  the  above-styled  proceeding,  as  more 
fully  appears  from  the  Appendix  attached  hereto  as  a 
part  hereof. 

2.  Said  Petition  does  not  warrant  a  detailed  paragraph- 
by-paragraph  answer.  Suffice  it  to  say  here,  that  the  Re¬ 
spondent  emphatically  denies  the  existence  of  any  new 
or  additional  evidence  of  material  character  that  is  not 
already  before  the  Board  or  properly  available  to  it 
without  any  further  hearing  or  other  delay. 

3.  To  be  more  specific,  the  stipulation  of  the  parties 
in  this  proceeding  contains  all  the  usual  provisions  for 
keeping  this  record  up  to  date,  including  incorporation  of 
Form  41  reports  of  the  passenger  carriers,  plus  supple¬ 
mental  reports  of  the  applicants,  including  this  Respon¬ 
dent’s  monthly  Balance  Sheets,  Profit  and  Loss  State¬ 
ments  and  Analyses  of  Operating  Expenses,  and 

23720  monthly  Flight  and  Traffic  statistics. 

4.  Besides,  if  need  be,  the  Board  can  very 
properly  avail  itself  of  any  of  its  own  records  on  such 
related  proceedings  as  the  Freight  Forwarder  Case 
(Docket  No.  681,  et  al.)  and  the  more  recent  Air  Freight 
Rate  Case  (Docket  No.  1705,  et  al.).  In  fact,  if  United 
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Air  Lines  had  wanted  only  to  supplement  the  present 
record  with  appropriate  data,  it  could  have  asked  for 
stipulation  of  the  entire  Rate  Case  record,  or  of  the 
Form  41  reports  of  the  freight  carriers  in  that  proceed¬ 
ing,  or  of  the  exhibits  of  Public  Counsel  therein,  and 
there  would  probably  have  been  no  objection  thereto, 
certainly  not  from  this  Respondent.  But  that  would  have 
occasioned  little  or  no  delay  and  has  not  been  requested. 
In  any  event,  a  reopening  of  the  Air  Freight  Case  rec¬ 
ord,  or  further  hearing  therein,  is  hardly  required  for 
the  Board  to  look  to  any  of  the  matters  referred  to  above 
if  deemed  necessary  or  advisable  for  proper  disposition 
of  this  proceeding. 

5.  The  relief  requested  by  United  Air  Lines  would 
serve  no  useful  purpose  and  result  only  in  abuse  of  the 
administrative  process.  If  mere  lapse  of  time  between  a 
hearing  and  the  examiners’  report,  or  between  the  report 
and  briefing  or  argument  before  the  Board,  were  good 
ground  for  a  further  hearing,  delays  could  be  very  eas¬ 
ily  compounded  and  the  ends  of  justice  defeated  by  sim¬ 
ply  using  one  delay  as  ground  for  another. 

Wherefore,  this  Respondent  prays  that  the  Petition  of 
United  Air  Lines,  Inc.  to  reopen  this  record  and 
23721  for  further  hearing  herein,  and  any  and  all  like 
petitions,  be  promptly  denied. 

Respectfully  submitted, 

Slick  Airways,  Inc. 

(Signed)  W.  E.  Miller 
Assistant  Secretary  and  Counsel 

April  27,  1948 

•  •  •  •  • 
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Date 

1  Aug.  16,  1946 


2  Aug.  19,  19^6 


3  Aug.  23,  1946 


4  Jan. 6-7,  1947 


5  Jan.  24,  1947 


APPENDIX 


PRINCIPAL  DEI  AY  MANEUVERS 
OF  MAJOR  PASSENGER  CARRIERS 
IN  DOCKET  NO.  810,  ST  AL, 
AND  RELATED  PROCEEDINGS. 


Carrier 

American 


Docket 

No. 


Delay  Maneuver 


810 


Request  for  extension  of 
time  for  rebuttal  exhibit^. 


1946 

Eastern 

810 

Letter  from  Counsel  concuij 
ring  in  AA’s  request  for 
extension  of  time  for  re¬ 
buttal  exhibits. 

1946 

PCA 

310 

Letter  from  Counsel  reques 
ing  postponement  ofhearin 
and  date  for  filing  of 
exhibits . 

1947 

ATA  and 

Member 

Carriers 

2742 

Oral  argument  against  pro¬ 
posed  Section  2§2.5  be- 
cause  of  pendency  of 
Docket  No.  810  . 

1947 

PCA 

EAL 

Braniff 

TWA 

UAL 

ATA 

810 

Requested  time  for  filing 
briefs  (Tr.  577 6-T7): 

60  days 

90  " 

65  " 

90  " 

90  ” 

90  ” 

1947 

PCA 

810 

Request  for  extension  of 
time  for  filing  briefs. 

1947' 

ATA 

2742 

Petition  for  further  hearH 
ing  on  prooosed  Section 
29?.5 

1947 

TWA 

810 

Letter  from  Counsel  reques 
ing  additional  time  for 
filing  of  brief. 

9  Jul.  28,  1947  ATA 


2742 


Answer  against  proposed 
Section  292.6  and  urging 
that  no  exemption  be 
granted  pending  decision  ijr: 
Docket  No.  681. 


10  Sept. 5,  1947  ATA 


5067 


Answer  against  extension  ojf 
REA  exemption  pending 
decision  in  Dockets  Nos. 
661,  810,  and  2340. 


available 

bound  vofuiM 
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Date 

1  Dec.  6-9,  19**7 

.2  Feb 


13  Mar  . 

21  Mar. 

13  Mar. 

16  Mar. 

17  Mat. 


2,  19^3 

5,  19*3 

11,  1918 

22,  19 ^ 
22 ^  1913 
21,  1918 


Carrier 

ATA  and 

Member 

Carriers 

Eastern 

American 

Uni ted 

United 

American 

TWA 

United 


16  Apr.  26,  1913 


Docket 

No.  Delay  Maneuver 


27 12  Oral  argument  against  pro¬ 

posed  Section  292.6 
pending  decision  of  Doc¬ 
kets  Nos .  681  and  810. 

1703  Motion  to  dismiss  on 

ground  of  alleged  insuf¬ 
ficient  notice  (Tr.5"S). 

1705  Petition  for  severance  of 

suspension  dockets  and 
allowance  of  more  time 
for  inquiry  into  other 
rates . 

I703  Letter  from  Counsel  join¬ 
ing  in  petition  of 
American  for  severance  and 
more  time. 

810  Request  from  Counsel  to 

extend  time  for  filing  ex¬ 
ceptions  ard  briefs. 

810  Request  from  Counsel  to 

extend  time  for  filing  ex¬ 
ceptions  and  briefs. 

810  Telegram  from  Counsel 

requesting  extension  of 
time  for  filing  exceptions 
end  briefs. 

810  Petition  to  reopen  record 
and  for  further  hearing. 


DOCKET  NO.  LEGEND 


Docket  No.  681 
Docket  No.  810 
Docket  No.  1705 
Docket  No.  23IO 
Docket  No.  27I 2 
Docket  No.  3067 


Freight  Forwarder  Case 
Air  Freight  Case 
Air  Freight  Rate  Case 
HEA-Northwcst  Agreement 
Sections  292.3  £nd  292.6 
Extension  of  REA  Exemption 
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